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CIVIL SERVICE REFORM I; NPR AND THE 
CASE FOR REFORM 


THURSDAY, OCTOBER 12, 1995 

House of Representatives, 

Subcommittee on Civil Service, 
Committee on Government Reform & Oversight, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 9:05 a.m., in room 
2247, Rayburn House Office Building, Hon. John L. Mica (chair- 
man of the subcommittee) presiding. 

Present: Representatives Mica, Morelia, Bass, Moran, and Hold- 
en. 

Ex officio present: Representative Clinger. 

Staff present: George Nesterczuk, staff director; Ned Lrach, pro- 
fessional staff member; Caroline Fiel, clerk; Cedric Hendricks, mi- 
nority professional staff; and Elisabeth Campbell, minority staff. 

Mr. Mica. Good morning. I would like to call this meeting of the 
House Civil Service Subcommittee to order. I would like to start 
our proceedings today by making an opening statement. We have 
some of the other Members arriving shortly, but the minority has 
said that it’s fine to proceed, and we want to keep this hearing on 
track this morning. 

Again, I extend a welcome to everyone, especially this morning, 
because this is the first of a series of hearings in which we will con- 
sider reform of our civil service system. Congress conducted a com- 
prehensive review of the Government’s personnel management 
practices before adopting the Civil Service Reform Act of 1978. 
Over the past 17 years, that law has guided our Federal personnel 
policies. 

With that act, we saw the institution of the career Senior Execu- 
tive Service, the rise and collapse of a “Performance Meinagement 
and Recognition System” for middle managers, and the increased 
use of an appeals system that many observers believe impedes the 
ability of managers to improve the performance of employees. 

We saw the repeal of the Hatch Act restrictions on political ac- 
tivities of Federal employees and emphasis on diversity in hiring, 
retention, promotion, and termination of Federal employees that 
some say seriously undermines merit considerations. 

With the downsizing that’s currently underway and public pres- 
sure to reexamine the role of our Federal Government, we have an 
obligation to review what we have done and to identify where we 
are, what we have failed to do, and where our civil service system 
is going from here. 


( 1 ) 
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In that regard, the National Performance Review, chaired by 
Vice President Gore, has written the following: “The Federal 
human resource administrative system contains major impedi- 
ments to efficient and effective management of the work force.” 

Unfortunately, many of those inefficiencies result from an appa- 
ratus that is really unaccountable to taxpayers and elected officials. 
Often we see just a plain waste of human and public resources. 
That’s one of the reasons why I think it’s important that we look 
at where we’ve been, what we are doing, and where we’re going. 

It’s critical that we continuously strive to improve our Govern- 
ment’s personnel management practices. I really, seriously welcome 
proposes to correct the inefficiencies that we talked about and the 
ineffectiveness that has developed over the years from our various 
laws and rules. We have a charge and a responsibility to reduce 
the size and scope of Government. Citizens demand that we get a 
decent return on their tax dollars. 

At the same time, we must redirect Government agencies to ad- 
dress changing priorities as we head into the 21st century. Amer- 
ican business and industry have undergone dramatic changes in 
the past decade. Now, our Federal Government and civil service 
system must also respond to changing times. 

With the Government Performance and Results Act of 1993, the 
Congress affirmed that we need performance measures for Federal 
agencies that better reflect the results of employees’ work. With the 
recent movement away from the multi-step approach toward a 
“pass-fail” system of rating Federal employees, we have effectively 
abandoned efforts to use a measurement system to improve the 
performance of the 98 percent of Federal employees who get, as 
phrased, “minimally successful” or better ratings every year. 

We need to do things not merely differently, but better. Federal 
managers simply do not need more discretion, as welcome as that 
may be. They need laws, regulations, and procedures that support 
their efforts when they attempt to remove poor performers. They 
do not need an endless appeals process that ties responsible man- 
agers in red tape and subverts the process. 

The overwhelming majority of Federal civil servants are good 
performers and hard-working individuals, and most of them have, 
I believe, adequate pay and an adequate benefits system. We need 
better methods of recognition and rewards for outstanding perform- 
ers. We need a civil service system that provides full and fair op- 
portunities for veterans who have served honorably and ably. We 
need to reverse the culture that sees veterans’ preference in conflict 
with merit and diversity objectives. 

This Congress has begun an unprecedented review of the role of 
our Federal Government’s activities. We must not forget the people 
who work in and administer these programs. This series of hear- 
ings will help us to make certain that Federal employees are man- 
aged in a common sense way that helps to contribute to their fu- 
ture effectiveness and efficiency. We cannot let this period of 
change go by without seizing the opportunity to inject additional 
accountability into public administrations. 

Our hearings will draw upon a wide range of expertise and expe- 
rience. We must ensure that any civil service reforms are respon- 
sive to real problems and provide real solutions. 
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I want to divert from my opening text a little bit here to say that 
I recently participated in a ceremony with Lou Holtz, who is coach 
of Notre Dame. In thinking about it this morning, I remembered 
him speaking about one of the problems in the past few decades. 
Lou Holtz told the ^oup that one of the problems, he felt, with our 
society was the attitude in our country recently has been that peo- 
ple talk only about rights and entitlements and not about respon- 
sibilities and obligations. 

That made a big impression on me. I believe it’s important today, 
as we consider changes in our civil service system, that we incor- 
porate changes that encourage responsibility, require accountabil- 
ity, allow flexibility, reward and promote good performance, and 
allow us to eliminate poor performers. 

As I grew up, civil servants were respected and admired for their 
commitment to serve the public. I think if we make positive 
changes in the system, we can enhance the standing and respect 
of our Federal work force. 

However, growing something new requires a great deal of atten- 
tion, work, and effort. As I thought about our task in the months 
ahead, while walking to work this morning, I picked up some 
acorns and brought them in for our Members. Too bad the other 
side isn’t here yet, but we’ll give them some, too. 

Our mission here is a little bit like that of these acorns. We can 
take that acorn, just squash it, and nothing would come of it; and 
that’s what we could do with civil service reform, just step on it 
and wipe it out. But I think that if we planted that seed, and we 
nourished the seed, and we worked together, we could build some- 
thing out of it. 

I think we have that opportunity. And the little acorns I saw fall- 
ing this morning, and that I collected here, symbolize that we have 
an opportunity to build something and nourish something if we 
work together in it. So I brought in that little personal touch this 
morning and wanted to open these hearings in that light. 

Everyone in this room is a welcome participant in the process. 
I don’t have any flxed ideas, other than my general philosophy, and 
we’re all willing to listen and work with you to do what is nec- 
essary to make these important and needed reforms. 

This morning, we have our first panel, which includes Mr. John 
Koskinen, Deputy Director of the Office of Management and Budg- 
et, who chairs the President’s Management Council. He is accom- 
panied by Mr. Jim King, Director of the Office of Personnel Man- 
agement, the agency, of course, with the lead responsibility. 

This panel also includes Mr. Mortimer Downey, Deputy Sec- 
retary of Transportation, and Mr. Walter Broadnax, Deputy Sec- 
retary of Health and Human Services. These two agencies are 
among the biggest employers in Government, and they are facing 
substantial change agendas in the coming years. For those reasons, 
they reflect well the human resource management questions facing 
us. We hope that they can provide good answers to some of the 
questions that we have today. 

Our second panel this morning will include Mr. Nye Stevens, Di- 
rector of the Federal Management Workforce Issues at the General 
Accounting Office, and two former Directors of the Office of Person- 
nel Management, Mr. Don Devine and Mrs. Constance Homer, who 
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directed 0PM during the Reagan administration and can attest to 
OPM’s capacity to help or hinder management of an agenda for po- 
litical change. 

[The prepared statement of Hon. John L. Mica follows:] 
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Good morning, and welcome to this hearing, which is the fust in a series to consider reform 
of our Civil Service System. Congress conducted a comprehensive review of the government’s 
personnel management practices before adopting the Civil Service Reform Act of 1 978. Over the 
past seventeen years that law has guided our federal personnel policies. 

With that act. we saw the institution of the career Senior Executive Service, the rise and 
collapse of a “Performance Man^ement and Recognition System” for middle managers, increased 
use of an appeals system that many observers believe impedes the ability of managers to improve 
the performance of employees, the repeal of Hatch Act restrictions on the political activities of 
federal employees, and an emphasis on dtversi^ in hiring, retention, promotion, and termination of 
federal employees that seriously undermines merit considerations. With downsizing and the public 
pressure to re-examine the role of the federal government, we have an obligation to review what 
we have done and to identify where we are, arid what we have failed to do with our Civil Service 
System. The National Performance Review, chaired by Vice President Gore, has written, “The 
ff^eral human resource administrative system contains major impediments to efficient and 
effective management of the workforce.” Unfortunately, many of those inefRciencies result In an 
apparatus that is unaccountable to taxpayers and elected officials. ORen it is Just a plain waste of 
human and public resources. 

It is critical chat we continuously strive to improve our government’s personnel 
management practices. I welcome serious proposals to correct the inefficiencies and 
ineffectiveness that have developed from laws or rules. We have a charge and responsibility to 
reduce the size and scope of government. Citizens demand that we get a decent return on their tax 
dollars. At the same time, we must redirect government agencies to address changing priorities as 
we head into the twenty-first century. American business and industry have undergone dramatic 
changes in the past decade. Now, our federal government and civil service system must also 
respond to changing times. 

The administration has been actively ’’reinventing” personnel practices, but many of the 
changes make me wonder whether there’s been more ceremony than substance. 0PM abolished 
the SF’ 171, and now allows federal agencies to accept resumes as applications for federal 
employment. However, resumes for federal employment are required to include much more detail 
than would ever be provided to a private employer, and 0PM has not issued guidance about the 
acceptability of different forms of resumes. As a result, both applicants and reviewers might be 
more uncertain about employment screening than before the highly-publicized change. 
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OPM staged a press conference that consigned the Federal Personnel Manual to the 
dumpster. While the spotlight was focused on the abolition of the formal manual, the OtTice of 
Personnel Management provided twelve “operating manuals” to personnel specialists in federal 
agencies. In theory, agencies have more discretion in their application of federal personnel laws 
and regulations. In practice, we may be using the old book in new binding. 

With the Government Performance and Results Act of 1 993, the Congress affirmed that we 
need performance measures for federal agencies that better reflect the results of employees’ work. 
With the recent movement away from the multi-step approach towards a “pass-fail” system of 
rating federal employees, we have effectively abandoned efforts to use a measurement system to 
improve the performance of the 98 percent of federal employees who get “minimally successful" 
or better ratings every year. 

We need to do things not merely differently, but better. Federal managers do not simply 
need more discretion, as welcome as that might be. They need laws, regulations, and procedures 
that support their efforts when they attempt to remove poor performers. They do not need an 
endless appeals process that ties a responsible manager in red tape and subverts the process. 

The overwhelming majority of federal civil servants are good performers with an adequate 
pay and benefits system. We need better methods of recognition and rewards for outstanding 
performers. We need a civil service system that provides full and fair opportunities for veterans 
who have served honorably and ably. We need to reverse the culture that sees veterans preference 
in conflict with merit and diversity objectives. 

This Congress has begun an unprecedented review of the role of our federal government’s 
activities. We must not forget the people who work in and administer these programs. This series 
of hearings will help us to make certain that federal employees are managed in common sense 
ways that contribute to their future effectiveness and efficiency. We cannot let this period of 
change go by without seizing the opportunity to inject additional accountability into public 
administration. 

Our hearings will draw upon a wide range of expertise and experience. We must ensure 
that any civil service reforms are responsive to real problems and provide real solutions. 

Our first panel this morning includes Mr. John Koskinen, Deputy Director of the Office of 
Management and Budget, who chairs the President's Management Council. He is accompanied by 
Mr. Jim King, Director of the Office of Personnel Management, the agency with lead responsibility 
in these areas. This panel also includes Mr. Mortimer L. Downey, Deputy Secretary of 
Transportation, and Mr. Walter Broadnax, Deputy Secretary of Health and Human Services. These 
two agencies are among the biggest employers in government, and they are facing substantial 
change agendas in the coming years. For those reasons, they reflect well the human resource 
management questions facing us. We hope that they can provide good answers to those questions. 

Our second panel this morning includes Mr. Nye Stevens, Director of Federal Management 
and Workforce Issues at the General Accounting Office, and two former directors of the Office of 
Personnel Management. Mr. EJonaid Devine and Mrs. Constance Homer directed OPM during the 
Reagan administration, and can attest to OPM's capacity to help or hinder the management of an 
agenda for political change. 

We welcome all of you this morning, and look forward to the benefit of your insights and 
experience as we tackle these issues. 
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Mr. Mica. We welcome all of our panelists, the audience this 
morning, and my fellow Members. With those comments, I will 
yield to Mr. Clinger, the chairman of our full committee, for any 
opening comments. 

Mr. Clinger. No opening statement, Mr. Chairman. I just com- 
mend you for holding this initial hearing and what I’m sure Eire 
going to be very productive hearings on how we can reform the 
whole civil service system. I welcome Eill of our participants who 
are here this morning and look forward to your testimony. 

Mr. Mica. And Mr. Bass. 

Mr. Bass. Thank you, Mr. Chairman. I have a written statement, 
which I will submit for the record. 

Mr. Mica. Without objection, it will be made part of the record. 

[The prepEired statement of Hon. Charles F. Bass follows:] 
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STATEMENT ON CIVIL SERVICE REFORM 
BY CONGRESSMAN CHARLES F. BASS 


Mr. Chairman, 1 thank you for caJling this important hearing on civil service reform Today we 
will be listening to the Administration's position as set out by the September 1 993 
Accompanying Report to the National PerformafK:e Review, The NPR identified several 
shortcomings In the current system and pledged the Administration to undertake a 
comprehensive review and reform. 

Some of the subsequent suggestions I find reasonable and encouraging. For instance, the 
requirement that agencies lirik individual performance plans to objectives established under the 
Government Performance and Results Act seems like a step in the right direaion, though I have 
concerns about NPR's intention to repeal managers' authority to remove employees for poor 
performance 1 am similarly concerned that the Office of Management and Personnel's decision 
to scrap the SF-171 j^plication form has resulted in little real flexibility and simplification for 
agencies 

Beyond this, I do not believe that the NPR has suffici^tly studied issues that will surface as a 
result of government downsizing As this subcommittee will be concerning itself with the 
practical ramifications of cutting (he Federal workforce, I find this omission troubling 

1 thank the Chairman 
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Mr. Mica. Mr. King, Mr. Koskinen, Mr. Broadnax, and Mr. Dow- 
ney, as is customary with our panel, we will swear you in. 

[Witnesses sworn.] 

Mr. Mica. Thank you again. I want to welcome to our panel a 
long-running participant and let him start our proceedings this 
morning. Mr. King, we’re going to start with you and hear your 
comments. 

Mr. King. Thank you, Mr. Chairman. 

Mr. Mica. We don’t have our usual timer working, but George, 
here, will get your attention. 

Mr. King. He could throw acorns at us if we run over. 

Mr. Mica. Yes. He is going to get your attention when you get 
beyond 5 minutes or come and grab you by the collar and pull you 
away. Welcome, Mr. King, and we’ll let you proceed. 

STATEMENTS OF JAMES B. KING, DIRECTOR, OFFICE OF PER- 
SONNEL MANAGEMENT; JOHN KOSKINEN, DEPUTY DIREC- 
TOR, OFFICE OF MANAGEMENT AND BUDGET, AND CHAIR- 
MAN, PRESIDENrS MANAGEMENT COUNCIL; WILLIAM 

BROADNAX, DEPUTY SECRETARY, DEPARTMENT OF HEALTH 

& HUMAN SERVICES; MORTIMER L. DOWNEY, DEPUTY SEC- 
RETARY, DEPARTMENT OF TRANSPORTATION 

Mr. King. Thank you very, very much, Mr. Chairman and mem- 
bers of the subcommittee. It’s a pleasure to appear before you with 
a lot of my distinguished colleagues to discuss the ways which we 
can improve the Federal civil service. 

I think, consistent with your acorn analogy, those of us from New 
England understand that the Indians used the white oak acorn, 
harvested it, turned it into gruel, and were able to immediately eat 
it once you took the outer husks and the tanning crust off. 

For those of us who just needed a wood lot, we would wait pa- 
tiently for 20 years, and we would have good, hard wood, once we 
seasoned it for a year, to keep us warm and to cook with. 

And for some who wanted to enjoy both the good life, if you 
would, we could have shade for a lifetime and then still harvest the 
branches and the acorns to meet the other two needs. I would like 
to think that that might be the approach that we see in looking at 
the civil service and the reforms that, I think we all agree, have 
to come. 

Since the passage of the original Civil Service Act in 1883, we 
have seen a steady evolution of a system that has become more 
fair, more open, more professional, and more solidly based on merit 
principles. Among the milestones in this evolution have been the 
leadership of Theodore Roosevelt, the rapid growth of Government 
during the Second World War, the passage of the Civil Service Re- 
form Act of 1978. 

That act, which created the Office of Personnel Management, set 
out to define a modem management system that would continue to 
protect the merit system while placing increased emphasis on per- 
sonnel programs, improved management, and greater productivity. 
It was a historic reform, but the needs of 1978 may not be the 
needs of today. 

The 1990’s are a time of rapid economic, social, and technologiced 
change, and that change must be reflected in how our Government 
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does business, and that's why this particular hearing is so appro- 
priate, Mr. Chjiirman. 

The report of the National Performance Review has focused re- 
newed attention on performance management, customer service, 
greater cooperation between workers and management, increased 
flexibility, and individual accountability. There is much Grovern- 
ment can learn from the recent revolution in the private sector 
management, yet we recognize there are basic differences between 
Government and the private sector. 

Government has to build a much broader consensus than any 
business to guarantee, and then it has to guarantee, equity. It has 
to work in a constitutional context, and it must be guided, in many 
cases, by more than the profit motive. For these and other reasons. 
Government cannot follow the private sector’s lead in every in- 
stance, as you know so well. 

We at 0PM are deeply concerned with certain principles that 
must endure in this time of change. One is the merit system, which 
today, more than ever, must be protected. To that end, 0PM has 
created a new Office of Merit Systems Oversight and Effectiveness, 
which reports to the Director and has new leadership and a very 
clear mission. 

For many years, our oversight focus was on direct intervention 
to solve specific problems. Now, we’ll be focusing much more on 
system-wide issues in order to improve the total human resources 
management program. 

Another basic principle is veterans’ preference, and in my con- 
text, you will hear me speak of veterans’ preference in totality, that 
it is commingled in my mind, as I believe it is everyone at 0PM, 
as part of merit principle. So that commitment can’t be changed, 
and we don’t see that happening. 

Merit protection and veterans’ preference are bedrock values. 
There can and will be no hint of a compromise in this area on our 
part. In that connection, I might comment on a recent article by 
one expert, who charged that the Clinton administration seeks to 
weaken veterans’ preference, and who has also called for an end of 
the administration’s program of employee-management partner- 
ship. 

As to veterans’ preference, nothing could be further from the 
truth. As a matter of fact, Mr. Chairman, we work closely with vet- 
erans’ organizations, and although they can well speak for them- 
selves, I believe you’ll find they consider us a loyal ally, and I hope 
that really understates our relationship. 

What is interesting to note, that the percentage of veterans hired 
in the last few years has gone up by almost 6 percent, so that sub- 
stantial improvement has occurred in that area and, we hope, will 
continue. 

Let me say, as chair of the National Partnership Council, that 
Federal employee-management relations had deteriorated during 
the last decade. Partnership has been our way of rebuilding trust 
and understanding that are needed to increase productivity in an 
era of downsizing. As you know, Mr. Chairman, partnership has 
also been extremely important in the most successful private sector 
companies. It’s well written about and well reported, and its suc- 
cesses are certainly there. 
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Today’s 0PM is committed to playing a leadership role in govem- 
mentwide change. We intend to maintain the old principles of 
merit, but in new ways, based on accountability and results, and 
not necessarily on conformity to outdated, unresponsive processes. 

The command and control style of management, once dominant 
in both the private and public sectors, had to give way to new 
methods that conform with the reality of today’s change. 

We are proud of our progress in eliminating red tape, including 
the Standard Form 171 and the 10,000-page Federal Personnel 
Manual. We have eliminated most civil service examination reg- 
isters, and instead, agencies announce most vacancies as the need 
occurs. 

We have moved, by regulatory and nonregulatory means, toward 
action, toward greater flexibility in hiring, classification, and per- 
formance memagement, but still maintaining central oversight. We 
have shifted authority from personnelists to managers, enabling 
the managers to make personnel decisions and to accept account- 
ability. The old process-oriented system enabled managers to avoid 
responsibility. Now, they are free to seize it. 

We are restructuring our job classification system to reduce the 
number of categories emd m^e them more flexible. The old system 
was too rigid. Employees were paid on the basis of their length in 
the system, not their actual value to it. We want an employee’s pay 
to reflect his or her actual contribution to the Nation’s business. 
It’s the knowledge-based jobs market that we’re so familiar with in 
other areas. 

We have implemented an automated state-of-the-art examining 
system and a high-tech job information system and have helped 
move agencies towau-d the goal of a paperless personnel office. 
We’re moving to that route, Mr. Chairman. We haven’t achieved it 
yet. 

We have developed new selection tests to enable agencies to as- 
sess their applicants and also to predict their success in training 
and identify those best qualified for promotion in some areas and 
judge suitability for law enforcement jobs. We have provided lead- 
ership and technical assistance and training to help agencies with 
all aspects of downsizing, including buyouts, early retirement, and 
career transition programs. 

Mr. Chairman, in your letter, you asked me to identify the major 
strengths and weaknesses of our current personnel laws. To sum 
up, their major strength is that they enforce the merit system and 
ensure, equity, and their major weakness is they are too complex 
and rigid and tend to make agencies process-oriented rather than 
result-oriented. 

We will be glad to work with you and work on correcting those 
weaknesses, Mr. Chairman, and I want to thank you. 

[The prepared statement of Mr. King follows:] 
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Mr. Chairman, and meinbera of the subcommittee, it's a 
pleasure to appear before you, along with my distinguished 
colleagues, to discuss ways we can improve the Federal civil 
service. 


Since the passage of the original Civil Service Act, in 
1883, we have seen the steady evolution of a system that has become 
more fair, more open, more professional, and more solidly based on 
merit principles. 

Among the milestones in this evolution have been the 
leadership of President Theodore Roosevelt, the rapid growth of 
Government during the Second World War, and the passage of the 
Civil Service Reform Act of 1978. 

That act, which created the Office of Personnel 
Management, set out to define a modem management system that would 
continue to protect the merit system while placing Increased 
emphasis on personnel programs. Improved management, and greater 
product 1 vlty . 

It was a historic reform, but the needs of 1978 are not 
the needs of today. 

The 1990s are a time of rapid economic, social, and 
technological change, and that change must be reflected In how our 
Government does business. 

The report of the National Performance Review has focused 
renewed attention on performance management, customer service, 
greater cooperation between workers and management. Increased 
flexibility, and Individual accountability. 
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There is much Government can learn from the recent 
revolution in private-sector management. Yet we recognize that 
there are basic differences between Government and the private 
sector. 


Government has to build consensus, to guarantee equity, 
to work in a Constitutional context, and to be guided by more than 
the profit motive. For these and other reasons. Government cannot 
follow the private sector's lead in every instance. 

He at OPH are deeply concerned with certain principles 
that must endure in this time of change. 

One is the merit system, which today more than ever must 
be protected. To that end, OPM has created a new Office of Merit 
Systems Oversight and Effectiveness, which reports to the Director 
and has new leadership and a new mission. 

For many years, our oversight focus was on direct 
Intervention to solve specific problems. Now we'll be focusing much 
more on systemwide issues in order to improve the total human- 
resource-management program. 

Another basic principle is veterans' preference, a 
commitment that cannot and will not be changed. 

Merit protection and veterans' preference are bedrock 
values. There can and will be no hint of compromise. 

OPM is committed to playing a leadership role in 
Governmentwide change. He intend to maintain the old principles but 
in new ways, based on accountability and results, and not 
necessarily on conformity to outdated process. 

The command-and-control style of management, once 
dominant in both the private and public sectors, reflected an 
earlier era and had to give way to new methods that conform with 
the reality of change. 

He are proud of our progress in eliminating red tape. 
Including the Standard Form 171, and the 10,000 page Federal 
Personnel Manual. 

He have eliminated most civil-service examination 
registers, and Instead agencies announce most vacancies as the need 
occurs . 


He have moved, by regulatory action, toward greater 
flexibility in hiring, classification and performance management, 
while still maintaining central oversight. 
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We have shifted authority from personnelists to managers, 
enabling them both to make personnel decisions and to be held 
accountable. The old, process-oriented system, enabled managers to 
avoid responsibility. Now they are free to seize it. 

We are restructuring our job classification system, to 
reduce the number of categories and make them more flexible. The 
old system was rigid and hierarchical. Employees were paid on the 
basis of their rank in the system, not their actual value to it. We 
want an employee's pay to reflect her or his actual contribution to 
the nation's business. 

We have implemented an automated, state-of-the-art 
examining system and a high-tech job Information system, and have 
helped move agencies toward the goal of a paperless personnel 
office. 


We have developed new selection tests to enable agencies 
to assess their applicants, and also to predict success in 
training, identify those best qualified for promotion in some 
areas, and judge suitability for law-enforcement jobs. 

And we have provided leadership, technical assistance and 
training to help agencies with all aspects of downsizing. Including 
buyouts, early retirement, and career-transition programs. 

Hr. Chairman, in your letter you asked me to identify the 
major strengths and weaknesses of the current personnel laws. To 
sum up, their major strength is that they enforce the merit system 
and ensure equity. 

Their major weakness is that they are too complex and 
rigid and tend to make agencies process-oriented rather than 
result-oriented . 

We will gladly work with you to correct those weaknesses. 
Thank you, Mr. Chairman. 
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Mr. Mica. I want to thank you, Mr. King. I wanted to make sure 
you went first this morning, even though you weren’t first, because 
sometimes I neglect you and put you second, but we know your 
rightful position. 

Mr. i6ng. Would you remind 0MB of that occasionally, Mr. 
Chairman? 

Mr. Mica. And for the benefit of Mrs. Morelia and Mr. Morem, 
who missed my eloquent opening statement, I brought you both an 
acorn this morning that I picked up. I said that it reminded me of 
our task, that we could plant something here and watch it grow, 
or somebody could come in and squash it. Mr. King has suggested 
that in New England they make gruel out of it. I’m not sure if I 
should have let him go first. 

Mr. Moran came a couple of minutes late, our ranking member, 
and I know he’s interested. As I saw from some statistics yester- 
day, I think you represent some 116,000 Federal employees and re- 
tirees that all have some interest in what we do here. I think we 
should yield to him for an opening statement or some remarks be- 
fore we get to you, sir. 

Mr. Moran. Well, thank you very much, Mr. Chairman, and I 
know that Connie is as heartbroken as I am over missing your elo- 
quent statement. 

Mr. Mica. We’ll make copies available. 

Mr. Moran. The civil service reform could turn out to be by far 
the most important and productive effort that we undertake with 
this subcommittee. I think we’ve had two examples of the way 
things can work in different ways. 

I don’t think we’re ever going to reach the kind of agreement we 
might like on retirement cuts, for example. That’s going to be a bit- 
ter battle, particularly with the Federal Health Benefits Plan 
changes that have been proposed, and that discussion may turn out 
to be more destructive than constructive. 

But we had an example of the way things really can and should 
work with procurement reform. We had the administration and the 
Congress working together toward an agreed-upon goal. We got it 
passed. It’s a good change, a substantive change, and I think that 
should be the model for the way we go about the civil service re- 
form. 

There’s no question that the work force is changing throughout 
the country, both in the public and the private sector, and we 
ought to try to be a model for the way in which it can change in 
the most constructive manner. 

I think the National Performance Review gets good marks for 
what it has accomplished. Even though a fair number of Federal 
employees and retirees may be adversely affected, it was bound to 
come, and I think it’s an appropriate objective that the Government 
cost less and do more. 

Not all downsizing, of course, is good, and we may have some dis- 
agreements there. I wish that there might have been a little more 
cooperation at the outset, but I think that that’s something we can 
reach agreement on. 

In terms of civil service reform, so far we’ve gone about it in the 
right manner. There has been complete cooperation on the part of 
the administration. I think that there’s a consensus on our objec- 



16 


tives. We have got to be more results-oriented. We have got to be 
much more flexible. Managers need to have the discretion to be 
able to hire and to discipline employees, to reward them when ap- 
propriate, to get the most productive work out of them. 

.Amd so I think the result of this is going to be a much more flexi- 
ble work force, but also one that recognizes employees as an asset 
and not just a cost on a balance sheet. Those employees that re- 
main after this Reinventing Government initiative are going to 
have even more important roles to perform and be even more ap- 
preciated for what they bring to the Federal work force. 

So I think we can accomplish a lot this year, this term. I know 
that you prefer the model of procurement reform to some of the 
misguided approaches to the Federal Employees Health Benefits 
Plan, for example, and I’m pleased to see that, Mr. Chairman. 

With that, let me turn it over to my colleague on the other side 
to underscore the bipartisan cooperative nature of this effort. 
Thank you, Mr. Chairman. 

[The prepared statement of Hon. James P. Moran follows:] 
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Mr. Chairman: 

I appreciate your having this hearing today to focus on the 
issue of Civil Service Reform and the work of the National 
Performance Review Council. 

Civil Service Reform could be the premiere acconplishment of 
this Subcommittee this Congress. We will not agree on changes to 
the retirement system and will continue to disagree on how the 
Federal Bn^loyees Health Benefits Program should be run, but we 
ccui agree on the need and the process for reforming our civil 
service system. This reform effort could work like procurement 
reform and operate with the Congress amd the Administration 
working together to achieve connon goals. Or it could turn into 
a partisan, ideological battle that serves no one and 
acccxi^lishes nothing. I am pleased that you are dedicated to 
ensure that it remains bl-partisEm. 

The workforce is changing, 3ooth in the federal government 
and in the private sector. Where there was once a hierarchical, 
top down oianagement structure, there is now a results oriented, 
flexible workforce. Layers of middle management that is not as 
productive, or effective is being trimmed away. You see it 
almost weekly in the private sector. Another coo^pany announces 
Euiother large scale lay-off and restructuring in eui effort to 
bec^ne more coi^etitlve. And, since the inauguration of the 
Clinton Administration, we have seen the effects of downsizing in 
the federal government. 

Not all downsizing is good, and originally, I was concerned 
that this Administration's doimsizing effort appeared arbitrary 
and ill conceived. But as this process has progressed and the 
National Performance Review has matured, we have seen positive 
results and a coomitment to creating a government that does work 
better emd does cost less. 

But as the federal downsizing has progressed, it has bec^ne 
obvious that we need a civil service system that is responsive to 
the needs of a changing workforce and flexible enough for the 



18 


2l8t Century. This will be a workforce where managers are given 
more flexibility to hire and discipline eirployees, where managers 
and union works together to promote a better workplace, and where 
employees are treated as assets rather than costs and rewarded 
accordingly. Across the country, in the private sector, these 
reforms are occurring. It is time to make them occur in the 
federal government. 

At the outset of these hearings, however, it is important to 
say what we will not do. We will inprove the RIF procedures, but 
we will not destroy employee protections. He will allow managers 
greater flexibility in setting employee pay amd rewarding high 
performance. We will not allow managers to act capriciously or 
unfairly discriminate against any esployee. We will give 
managers greater flexibility to hire employees and craft their 
workforces. We will not, however, allow competitive hiring 
practices to be dismantled and will not reduce the 
professionalism and independence of the federal workforce. 

This is the first is a series of hearings and hopefully the 
beginning of a long and productive process. I look forward to 
working with the Chairman and the Administration to take 
advcuitage of this opportunity to enact meaningful civil service 
reform this Congress. 
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Mr. Mica. Well, I thank you, and I look forward to working with 
you. We both recognize there’s some need for improvement and I 
think the administration has been excellent to work with so far. 
We want to welcome the employee groups and others. Tomorrow, 
we’ve expanded one of the panels, and will listen to folks and meet 
with them personally. I know Mr. Moran and the other Members 
will. We do want to make this effort successful. 

I see also that one of our senior Members of the panel is here, 
Mrs. Morelia. 

Mrs. Morella. Thank you. 

Mr. Mica. She arrived after my eloquent opening. 

Mrs. Morella. But I read it, sir. It’s wonder&l. It reads well. 

Mr. Mica. No, you didn’t. Actually, you didn’t read the good part; 
it’s on the yellow page. But I’ll give you a copy of that later. Mrs. 
Morella, we want to yield to you at this time. 

Mrs. Morella. I appreciate that. I wonder if the acorn also im- 
plies, you know, the sweets for the sweet, et cetera. I don’t know 
about these nuts. 

Mr. Mica. I was waiting for that, but only Mrs. Morella could say 
it so eloquently. 

Mrs. Morella. Glet away with it, you mean, get away with it. 

I want to commend you, though, Mr. Chairman, for calling the 
hearing, because the changes Meeting the Federal Government 
and its work force demand a responsive human resource manage- 
ment system, which is what this is about. I’m pleased that you’re 
intensi^ng discussions around this issue and preparing to move 
toward reform. I look forward to working with you and the other 
members of the subcommittee on this initiative. 

Clearly, the world has changed since the last major reform of 
civil service in 1978, and Director King has mentioned that the dy- 
namics surrounding Federal employment have indeed changed, 
particularly with technological advances, emerging management 
philosophies, employment stability or instability, social and health 
issues, and the emphasis on family. 

We know that the administration has ideas regarding human re- 
source management reform, and some of them I embrace and I 
would consider bold, but, as a total package, I don’t find it nec- 
essarily ideal. I’m sure that some of my feeling can be attributed 
to not receiving a clear justification from the administration on the 
root causes for proposed solutions, so I hope that the administra- 
tion today is going to be enlightening us so that we can move for- 
ward. 

However, a theme that we all have to embrace in reform is that 
the role of human resource management policies and programs is 
to assist Federal agencies in accomplishing their missions. These 
policies must be totally integrated and be seamless in design and 
implementation. In the past, this has been a criticism of human re- 
source management, its inability or lack of flexibility to effectively 
support mission accomplishment. I am going to try to give a synop- 
sis of my total statement, which I hope you will include in the 
record. 

The private sector typically can create HRM policies and pro- 
grams with flexibilities to streamline hiring practices, create at- 
tractive compensation packages and design performance feedback 
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systems. All are geared toward increasing job satisfaction, em- 
ployee retention, and organizational productivity, while structured 
to support the missions. And the truth is, it’s much easier to do 
this in a private organization. 

But, if you buy into the concept that Federal organizations are 
separate businesses with unique missions, functions, and cultures, 
and that these separate businesses need their own human resource 
management systems in order to succeed, you could structure re- 
form so that each agency was able to develop a need-based HRM 
system. 

There lies the quandary. There’s a school of thought that Govern- 
ment is an entity unto itself. Its HRM policies would be consistent 
across the board, and this, in itself, is a streamlining mechanism, 
preventing costly redundancies in Government. However, I think 
that the ideal reform package will fuse the principles of those two 
schools so agencies can get their flexibility without distorting the 
oneness of Glovemment. 

There are a couple of items I want to mention, because these are 
some areas of interest that I have as we begin this transformation. 
These areas are complements to the work that must be done on the 
macro level first. 

When the legislative branch Appropriations bill is signed into 
law, GAO will have authority to develop its own RIF procedures. 
This could establish a dangerous precedent if each agency believes 
it, too, should have similar authority. 

Changes to RIF procedures have been avoided in the past be- 
cause of, let’s say, political sensitivities. It’s now time we take a 
critical look at RIF procedures. These procedures no longer meet 
the needs of the work force, and more emphasis must be placed on 
performance. 

Regarding the probationary period, we must decide if the proba- 
tionary period should be based on results or demonstrated com- 
petence. In the case of USDA, it may take a research scientist up 
to 3 years to achieve results on a project. 

That same scientist, however, should be able to demonstrate 
competence sooner than that. Once we decide this, we should en- 
sure that the probationary period is occupational-based, meaning a 
scientist, a specialist, a secretary should have different probation- 
ary periods. 

Reform must allow for greater partnerships with the private sec- 
tor. We should examine the applicability of extending the adminis- 
tration’s idea of nonreimbursable details to the private sector. 

Initially, we should set this up as a demonstration project. I 
think the opportunities for Government employees to find work in 
a downsizing Government will be slim, and establishing placement 
partnership with the private sector has to be one of our goals. The 
Defense Department is doing this. Further data is needed, but all 
indications are, it is going well. 

I have other comments. It is important, for instance, that we 
carve out the most effective role for 0PM. I believe its existence is 
critical to exact the reform. 0PM has been tortured over the last 
18 to 24 months with RIFs, funding losses, and privatization. A 
gravely injured physician is in no position to offer medical assist- 
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ance. We must stabilize this organization so it can do what must 
be done. 

I have other comments in my opening statement, Mr. Chairman, 
but at least I got some of the items out on the record, because I 
feel strongly about them, and I thank you very, very much. 

[The prepared statement of Hon. Constance A. Morelia follows:] 
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OCTOBER 12, 1995 

I would like to commend Chairman Mica for calling this 
hearing. The changes affecting the federai government and its 
workforce demand a responsive human resource management 
system. I am pleased that the Chairman is intensifying 
discussions around this issue and is preparing to move forth on 
reform. I want to express to the Chairman that I look forward 
to working with him and other members on this initiative. 

Ciearly, the world has changed since the last major reform 
of civil service in 1978. The dynamics surrounding federal 
employment have indeed changed, particularly with technological 
advances, emerging management philosophies, employment 
stability or instability, social and health issues, and the emphasis 
on family. 

We know that the Administration has ideas regarding human 
resource management reform. Some of the ideas I embrace and 
would consider bold. But as a total package, I do not find it 
necessarily ideal. I'm sure some of my feelings can be 
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attributed to not receiving a clear justification from the 
Administration on the root causes for proposed solutions. 

Today, I hope the Administration is prepared to enlighten the 
Subcommittee. 

However, a theme we must all embrace in reform is that the 
role of human resource management policies (and programs} is 
to assist federal agencies in accomplishing their missions. These 
policies must be totally integrated and be seamless in design and 
implementation. In the past, this has been a criticism of human 
resource management - its inability or lack of flexibility to 
effectively support mission accomplishment. 

I believe the Administration, through its reform package, is 
saying, "agencies need more flexibility." Earlier, this precept was 
embodied when Director King wheeled the FPM out the front 
door of the Theodore Roosevelt Building and into an awaiting 
trash truck. The question now becomes, "how do we get 
there?" You see, although its demise clearly gives agencies 
more flexibility, the FPM was guidance that had become 
"'istaken for law. Most of the laws and rules that were the 
foundation for the FPM are still in place. Even with that, I 
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would venture to say that four out five personnel specialists still 
have applicable chapters of the FPM in their desk drawers. 

The private sector typically can create HRM policies and 
programs with flexibilities to streamline hiring practices, create 
attractive compensation packages and design performance 
feedback systems. All are geared toward increasing job 
satisfaction, employee retention, and organizational productivity, 
while structured to support the mission. And the truth is, it is 
much easier to do this in a private organization. 

But, if you buy into the concept that federal organizations 
are separate "businesses" with unique missions, functions and 
cultures and that these separate businesses need their own 
human resource management systems to succeed, you could 
structure reform so that each agency was able to develop a 
need-based HRM system. 

But, there lies the quandary. There is a school of thought 
that government is an entity into itself. Its HRM policies should 
be consistent across the board. This, in itself, is a streamlining 
mechanism, preventing costly redundancies in government. 
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However, I believe that the ideal reform package will fuse 
the principles of these two schools, so agencies get their 
flexibility without distorting the "oneness" of government. 

I, myself, have some particular areas of interests as we 
begin this transformation. These areas are compliments to the 
work that must be done on the macro level first. 

When the Legislative Branch Appropriations bill is signed 
into law, GAO will have authority to develop its own RIF 
procedures. This could establish a dangerous precedent if each 
agency believes it too should have similar authority. Changes to 
RIF procedures have been avoided in the past, because of, let's 
say, political sensitivities. It is now time we take a critical look 
at RIF procedures. These procedures no longer meet the needs 
of the workforce. More emphasis must be placed on 
performance. 

Regarding the probationary period, we must decide if the 
probationary period should be based on "results” or 
"demonstrated competence.” In the case of USDA, it may take 
1 research scientist up to three years to achieve results on a 
project. That same scientist, however, should be able to 
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demonstrate competence sooner than that. Once we decide 
this, we should ensure that the probationary period is 
occupational-based, meaning a scientist, specialist, and secretary 
should have different probationary periods. 

Reform must allow for greater partnerships with the private 
sector. We should examine the applicability of extending the 
Administration's idea of nonreimbursable details to the private 
sector. Initially, we should set this up as a demonstration 
project. The opportunities for government employees to find 
work in a downsizing government will be slim. Establishing 
placement partnership with the private sector has to be one of 
our goals. The Defense Department is doing this. Further data 
is needed, but all indications are, it is going well. 

We must strengthen the linkage between training and the 
agency's strategic plan and the Government Performance and 
Results Act. The strategic plan should be the driving force 
behind training priorities and performance goals of the agency. 

An agency must understand the cost-benefits of training 
programs and establish a "business case" for developing training 
programs. 
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It is also important that we carve out the most effective role 
for the Office of Personnel Management. I believe its existence 
is critical to exact this reform. 0PM has been tortured over the 
last 18 to 24 months with RIFs, funding losses, and 
privatization. A gravely injured physician is in no position to 
offer medical assistance. We must stabilize this organization so 
it can do what must be done. 

This concludes my statement. I look forward to hearing 
from the witnesses. Again, I would like to thank Chairman Mica 
for calling this hearing. 
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Mr. Mica. You’re sure you don’t have anything else? 

Mrs. Morella. Well, I do. 

Mr. Mica. Thank you. She’s always so thorough, and I do appre- 
ciate her comments, except for the part about the nutty suggestion. 

We have our newest Member of our panel with us this morning, 
the gentleman from Pennsylvania, Mr. Holden. Did you have any 
opening comments? 

Mr. Holden. Thank you, Mr. Chairman. I do not have an open- 
ing statement. I just thank you for having this hearing and look 
forward to hearing the testimony of the panel on this very impor- 
tant issue. 

Mr. Mica. Thank you. He’s going to do very well on this panel. 

Mrs. Morella. It’s still a balancing act. 

Mr. Mica. I used to come to some of the panels. We knew which 
chairmen and ranking members had long opening statements, and 
timing was everything. Get there just as they concluded. 

I do want to thank you for your patience. We have heard from 
Mr. King, and now we have John Koskinen, who is Deputy Director 
of the Office of Management and Budget, and also holds the posi- 
tion of chairman of the President’s Management Council. 

John, we thank you for your patience. You got to hear all the 
Members, and we welcome your comments this morning. 

Mr. Koskinen. Thank you, Mr. Chairman, members of the sub- 
committee, Chairman Clinger. We appreciate your holding these 
hearings on an important subject for improving Government man- 
agement. 

I’m just a city boy, so I don’t have a further acorn analogy, al- 
though, when I grew up in Ohio, we had buckeyes, which were sig- 
nificantly larger and harder. The key thing we discovered in grade 
school, as you walked to school, was to visibly have a few buckeyes 
around as sort of a nuclear deterrent. 

The net result of that was, we all moved cooperatively toward 
school. I guess my analogy would be that if we kept our rocks, put 
them away, and actually worked as Congressman Moran said, 
much as this committee has done with procurement reform, coop- 
eratively, there is a lot of progress we can make together. 

The September 1993 report of the National Performance Review 
identified four key principles to guide the effort to reinvent Govern- 
ment — cutting red tape, putting customers first, empowering em- 
ployees to get results, emd cutting back to basics. 

What they amount to is producing better Government for less. 
NPR found these to be necessary characteristics of any successful 
reinvention effort. Since then, the NPR has issued status reports 
evidencing the wisdom of this approach and the progress and early 
successes of the NPR enterprise. We remain on the path of continu- 
ous improvement, focused on creating a Government that indeed 
works better and costs less. 

The initial NPR report, as the chairman noted, concluded that 
the Federal personnel system was too complex, too rule-bound, too 
prescriptive. We recogmze that today’s civil service work force is 
unlike that at other points in its over 100-year history. Today, the 
Federal civil service has more scientists and engineers and com- 
puter specialists than ever before. 
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The work civil servants now do no longer matches the stereotype. 
Civil servants today manage a $200 billion procurement program 
that buys many of the services previously done in-house. The high- 
er pay-graded jobs are not just filled with executives and man- 
agers. They are physicians, attorneys, physical scientists, and oth- 
ers bringing needed technical knowledge and specialized skills to 
Government programs. 

As we implement NPR recommendations to increase the span of 
management controls and decentralize decisionmaking, more mem- 
bers of the Federal work force will manage their own work. We 
cannot hold employees or organizations accountable, however, un- 
less they have more freedom to make choices about what is best 
for their particular situation and mission. 

The civil service system is built on a solid core of merit prin- 
ciples, open competition based on ability, fair and equitable treat- 
ment, equal opportunity, fair compensation, high standards of in- 
tegrity, and protection from arbitrary actions. 

In the past, we have functioned in most areas in a top down, pre- 
scriptive manner. We assumed that if we set forth a clear set of 
detailed rules describing how things should be done, we would have 
an effective organization. If we ran into problems, we would just 
add new rules and prescriptions. As a result, layer upon layer of 
complexity and over-control have been added over time and inhibit 
our getting the good job done. 

Today, the components of our civil service system form a burden- 
some array of barriers and obstacles to accomplishing an agency’s 
mission. Hiring is complex and rule-bound. Classification and pay 
systems are inflexible and overly centralized, and performance 
management systems are not adequately linked to an organiza- 
tion’s missions and outputs. 

Now, in both personnel and procurement, we, like the private 
sector, have discovered that we need to provide employees with dis- 
cretion and authority they have not had before, but still within a 
broader set of rules and procedures. The challenge is to devise 
rules at the right level of detail and to train our employees how 
to operate under these new rules. While 0PM and the agencies 
have accomplished much administratively, more needs to be done. 

As everyone says, we all want progress, but we don’t like change. 
In managing our human resources, we confront this conundrum 
most directly— decentradizing authority, empowering employees, 
delegating responsibility, simplifying, holding accountable, reward- 
ing accomplishment. 

These are the words and terms we hear used in discussions on 
improving personnel policies emd operations in Government, the 
same words and terms found in the management science literature 
emd taken from the successful experiences of organizations, private 
and public, that have achieved recognition as model employers with 
high performance workplaces. 

Studies, such as the Volcker Commission, pointed to the complex 
hiring system and cedled for action to simplify and expedite the hir- 
ing process. The National Partnership Council’s report to the Presi- 
dent on implementing recommendations of the National Perform- 
ance Review endorsed agency-specific performance management 
and incentive programs. 
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The National Academy for Public Administration called for a less 
complex and more flexible classification and pay setting system. 
The National Partnership Council has documented through its sur- 
veys the benefits to Government and the taxpayers of greater em- 
ployee involvement in workplace decisionmaking. 

The President’s Management Council, composed of the chief oper- 
ating officers of the departments and major agencies, is constantly 
reminded of the need to improve the way we manage our human 
resources. As you will now hear from some of my colleagues on the 
President’s Management Council, the need for change is great. The 
benefits to be aclueved will bring us closer to our common goal of 
a Government that works better and costs less. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Koskinen follows:] 
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Mr. Cheiiman end Memben ul the Subcomminee; 

The September 1993 report of the National Perfonnance Review ideatiiied four key principles to 
guide the effort to reinvent Government' cutting red tape, putting ctuinmerf first, empoweriog 
employees to get ^esult^ end cutting back to basics, they unuunt to Is producing better 
Govemment for less. NPR found these to be necessary cliaracterlstics of any successful 
reinvention effort. Since then, the NPR has issued stafjs reports evidencing the 'wisdom of this 
approach and the piogiess and early successes of the NPR enterprise. We rwiak on the path of 
continuous improvement, rbcused oo cnoting e Govcmmcm that works better end cusis less. 

The initial NPR lepon concluded that the Federal perionnei system was too complex, too rule 
bound, too prescripdve. We recognize that today's civil service workforce it unlike that at other 
points in its over lOO-year history. Today the Federal civil service has more scientists, and 
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•nginmrs, ind computer ipeciulijts than ever before. The worh civil scivaiiLt now do no longer 
aulchee the ivnotiye. Civil servants today manage a $200 billion procurement program that 
buys many of the services previous.y done in-hoiise The higher pay-graded jobs are not just 
filled with executives and managers. They are physicians, attorneys, physical scientists and 
others bringing needed technical knowledge and specialised skills to Covcmmciit ptogiaics. 


As we implement N?R recommendations to increase the span of management controls and 
decentralize decision malting, more members of the Federal workforce will mariage their own 
work. We cannot hold employees or organizations accountable, however, unlets they have more 
freedom to make choices about what is best for theii partculsr situation and mission. 

The civil service system is built on the solid core of .merit principles » open competifion based 
on ability, fair and e<iuitahle treatment, equal opportunity, fair compensation, high standards of 
integrity , and ptuiecdun from arbitrary actions. Is the past, we have fUnctio.'.ed in most areas in 
a top dow-a, prescriptive manner. We assumed that if we set fordi a clear set of detailed rules 
describing how things should be done, we would have an effective otganizaiion. If we tan into 
problems, we would jusi add new rules and pieschptions. As a result, layer upon layer of 
complexity and over-control have been added over time, end inhibit out getting die good job 
cone. Today, the components of our civil service system form a burdensome array of barriers 
and obstacles to acccmplishing an agency's mission. Hiring is complex a-td rule-bound, 
classification and pay systems sre inflexible and overly centralized, and perfontu-nce 
menagcTient systems are not adequately linked to an organization'! mission and outputs. 
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Now, in both personnel ind procuicmecL, we, like the pr.vKe sector, have discovered that we 
need to provide employees widi discretion and authority they have not had before, but still within 
a broader set of rules and procedures. The challenge is to devise niet at die right level of deuul 
and to train our employees how to operate under these new rules tVh-.le nPM ard the ageadei 
have accomplished much administratively, mere needs to be lioii:. 

As they say, we all want progress, but we don't like change. In mirjiging our human resources, 
we conhom this conundrum most directly: deceiitralizinK authohty, empowering employees, 
delegating respcneibility, simplifying, holding accountable, rewarding accomplishment. These 
are the words ind terms we hear used m discussions or. improving personce! policies and 
operations In Oovermnent - the same words and terms found in the management science 
literature and taken from the successful experiences of orga-nizations, private a.id public, that 
have achieved recognition as model employers vvidi high performansa workplaces. 

Studies, such as the Volcker Commission, pointed to the Mcuplex hiring system and called for 
action to simplify and expedite the hiring process. The National Pamership Council’s repon to 
the PKsidem on implementirig recocimendatinns of the N arional Performance Review endorsed 
agency-spccitic peifurmance management and incentive programs. The Nadonal .Academy for 
Public Administration called for a less complex and more flexible classification and pay setrirtg 
system. The National Parmership Council has documented through its surveys the benefits to 
Oovemment and the taxpayers of greater employee involvement in workplace decision-making. 
The President's Management Council, composed of die Chief Operating Officers of the 
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depaitmenu and majoi dK«ncie$, is constantly temindcc of the need to impro^’e the way we 
manege our human msotoces. As you will now hear from seme of my colleagues tom the 
Preeident'i Management Council, the need for change is great; the benefits to he achieved will 
bring us closer to our common goal of a Onverament that works bcr.er and cosUi less. 

I will be pleased to answer any (iuestinn.s that you may hava. 
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Mr. Mica. Thank you. We will now call on Mr. Mortimer Dow- 
ney, Deputy Secretary of the Department of Transportation, for his 
remarks. 

Mr. Downey. Thank you, Mr. Chairman. It’s a pleasure to par- 
ticipate along with my colleagues this morning, and we look for- 
ward to working with you on this issue. I have a somewhat longer 
statement, which I would like to put in the record. 

Mr. Mica. Without objection. If you would like to summarize, go 
right ahead. 

Mr. Downey. I would like to put my comments on this issue in 
the context of our Department’s vision, what we’re trying to do to 
provide future generations with a transportation system that’s 
safer and more efficient. To get there, we’re using a strategic plan. 

We’re also trying to develop a leaner and more effective agency. 
Today, we have 7,000 fewer civilian employees than we had in 
1993. We’re well along on our 5-year target of reducing by 8,450 
positions, but at the same time, we’re trying to empower our em- 
ployees and streamline the operation so that we do serve our cus- 
tomers better. We’re making changes in our regulatory areas. We’re 
reducing paperwork. We’re using new technology, really doing busi- 
ness differently. 

But this effort is not supported well by the current civil service 
requirements. Mr. King has covered the history that brought us to 
this point, and I won’t repeat his observations, but let me just note 
that there were laws in the past that reflected the management 
practices of their time, and today, a new philosophy impels us. 

The successful organizations are those that have focused on be- 
coming high performance units, rewarding knowledge, judgment, 
teamwork, problem-solving, and accountability, able to respond to 
rapidly changing forces. 

The private sector amd some public agencies have responded well 
to this organizational impetus, and they’ve shown substantial in- 
creases in productivity. I think the public expects no less of Gov- 
ernment. 

Let me begin with the classification system. It’s based on a 46- 
year-old law and an organizational approach to work which is no 
longer viable. It was designed to meet and match a hierarchical 
structure, but, over time, it gave rise to what we call hierarchical 
organizations. 

Additional grades could be earned by becoming a supervisor. 
That’s not consistent with the idea of an organization that really 
reflects personal accountability. It’s not consistent with our initia- 
tives to move from the hierarchical command control structures to 
flatter, team-based organizations. 

For example, we’ve recently, at the Department of 'Transpor- 
tation, reorganized our administrative functions, forming a new 
Transportation Administrative Services Bureau, focused on the cus- 
tomers, focused on teams to provide the various administrative 
services. 

But the classification system didn’t provide us with the flexibility 
we need to change what were hierarchical layers of supervisory po- 
sitions to the new need for team leaders or facilitators who could 
really focus on providing services. That has resulted in significant 
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resistance among the employees to moving toward flatter organiza- 
tion. 

We need to change the way we work to become more efficient 
and customer-focused. To do that, we need a classification system 
that both supports and is consistent with restructuring objectives. 

We’re also working with 0PM on competency-based pay systems 
for certain occupations, such as the Airway Facilities organization 
that maintains the FAA systems. It’s important that we have in- 
centives for those employees to achieve additional competencies, es- 
pecially as new technologies are being introduced. A competency- 
based system would allow pay of the staff involved in installing 
and maintaining air traffic equipment to increase as they achieve 
specific job-related competencies. 

We’ve worked closely and collaboratively with the affected em- 
ployee unions on this issue. We think we are making some 
progress, but it is impeded by the present system, which should be 
more flexible, should become more integrated with our other 
human resource systems, and should be able to support change. 

I think it’s reasonable to believe that pay in some occupations 
might be driven by competencies and pay for other occupations 
might be driven by factors such as the complexity of the work. But 
it’s unreasonable to believe that the pay for all occupations should 
be driven by the same system, so we believe reform is necessary. 

Let me also comment on employee performance management. 
The Department is in the process of redesigning its performance 
management system within the existing law. We want to rate and 
reward our employees based on outcomes and based on results. 
These are derived from the organization’s goals, particularly the 
Government Performance and Results Act goals, where we have 
those already in place. 

We think this is a simpler and more direct approach to results. 
It is a more meaningful tool for measuring both employee perform- 
ance and the goals of the organization, and it should help us iden- 
tify those employees who are not contributing in ways that benefit 
the organization. 

Finally, we think the current hiring system needs an overhaul. 
Although, at the moment, we are not in a hiring mode, eventually, 
we will have to start building a pipeline for the future, and what 
we need is a way for managers to have a system in place that pro- 
duces quality people without a lot of red tape. 

Overall, our goal, as both Mr. King and Mr. Koskinen have de- 
scribed, is a Government that works better and costs less. We 
think civil service reform can be an important tool in doing that 
and serving the needs of the American public, and we look forward 
to working with you on these issues. 

[The prepared statement of Mr. Downey follows:] 
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Good morning. Mr. Chairman and members of the Subcommittee, 1 am 
Mortimer Downey, Deputy Secretary of the Department of Transportation. 

I thank you for the opportunity to participate, along with my colleagues 
John Koskinen, Jim King, and Walter Broadnax, in this panel discussion 
on Civil Service Reform. 

Let me put this issue in the context of DOTs vision of providing future 
generations with a transportation system that is safer and more efficient. 

In support of this vision, we are utilizing a strategic plan and are making 
notable strides towEirds a leaner, more effective agency. The Department 
has 7,000 fewer civilian employees than it had in 1993 emd is well along its 
5-year reduction target of 8,450 positions. At the same time, we are 
empowering our employees to help reinvent and streamline our operations 
and to serve bur customers better. The Department is also currently making 
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many changes to decrease regulatory and paperwork burdens, permit 
electronic filing, facilitate the use of new technology, and make a variety of 
other improvements. For example, we will eliminate about 1,450 pages fi'om 
the Code of Federal Regulations, about 13 percent of our total-and are 
rewriting another 37 percent to make them easier to understand and more 
outcome-focused. 

But, quite fi-ankly, this effort struggles against a headwind of outmoded civil 
service requirements. I will be citing several requirements that impede our 
ability to make changes in the work force, changes that are urgently needed 
if we are to serve the public better. 

Before I do, it is important to consider the backdrop of the laws and 
regulations that currently affect us. Our Federal Civil Service System has 
its roots in the post-Civil War era. Those roots were based on a philosophy 
that produced an exemplary merit system Euid brought the patronage system 
to an end. The early merit system served the country well for several 
generations. In the post-World War II period, when the United States 
emerged as the predominant world leader, the system incorporated major 
and appropriate changes that stressed structured organizatioirs'. 'A' score of 
other laws reflected the management philosophy of the times. Among them 
were the Classification Act of 1949, the Performance Rating Act of 1950, 
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health and life insurance benefits laws, the Government Employees Tra inin g 
Act of 1958, and so forth. 

Today, it is a new philosophy that impels us. The successful organizations 
are those that have focused on becoming high-performance units. They 
reward knowledge, judgment, teamwork, problem-solving, and accounta- 
bility. Organizations must be shaped, staffed, and managed to respond ably 
to rapidly changing forces in a world that is fiercely competitive. Recent 
events at AT & T are excellent examples; They know that if they do not 
change, they will not survive. The private sector has responded extremely 
weU to the organizational impetus, attested to by surging productivity in 
recent years, the tax paying public expects no less of government. 

I would like to begin with the classification system. As noted earlier, it is 
based on a 46-year old law and it is a system based on an organizational 
approach to work which is no longer viable. It was designed to match a 
hierarchical structure. The law in effect linked pay to a very detailed 
schedule of grades and even spelled out genersd job requirements in 
ascending order of complexity. Over time, it gave rise to hierarchical 
organizations, since an additional grade could be “earned” by being a 
supervisor. Not surprisingly, a bulky, midlevel bulge (GS-13, 14, and 16) 
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exists across government. It is exceedingly costly and does not always 
translate into better services for the public. 

The current classification system is not consistent with our initiatives to 
streamline, flatten or delayer organizations. As we streamline, many Federal 
government organizations are moving firom hierarchical, command and 
control structures to flatter, team-based organizations. For example, DOT 
recently reorganized its administrative functions by forming a new 
Transportation Administrative Services Bureau. 

Many functions have been consolidated, and a flatter, more customer focused, 
and team oriented organization has been formed. However, the current 
classification system does not provide the flexibility needed to change 
supervisory positions to less traditional team leader and facilitator positions 
without creating serious morale problems. In many cases, team leader and 
facilitator positkn^ grs just as complex or difficult as supervisory positions, 
but rEu^ly, is it possible to support the grades of these new jobs because the 
highest grades are based on supervisory work. This often results in 
significant resistance among the employees to move to a flatter organization 
like the new Services Bureau. We are making major strides to change the 
way we work to become more efficient and customer focused. However, we 
need a classification system that both supports and is consistent with our 
restructuring objectives. 
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We are also working with 0PM on a competency-based pay system for certain 
occupations within the Federal Aviation Administration’s Airway Facilities 
organization. In this area, it is important that we have incentives for 
employees to achieve additional competencies, especially as new technologies 
are introduced. A competency-based system would aUow pay of steiff involved 
in installation and maintenance of air traffic control equipment to increase 
with the achievement of specific, job-related competencies. The outcome we 
seek through this proposed system is greater safety at a reasonable cost. 

This serves the public. We worked closely and collaboratively with the 
appropriate employee imions. Without their involvement and support, we 
would not have been able to push forward on these ideas. 

In order for us to move forward in our effort to make Government work 
better, we need a classification system that is fully integrated with other 
human resource systems, and one that is flexible enough to support change. 

It is reasonable to assume that pay for some occupations should be driven by 
competencies and pay for other occupations should be driven by other factors 
such as complexity. We recognize that pay flexibilities must be used in an 
accountable and responsible fashion. However, it is unreasonable to assume 
that the pay for all occupations should be driven by the same system. 
Therefore, we believe that reform is necessary. 
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I would now like to address employee performance management. The 
Department has recently redesigned its performance management system. 
Instead of recognizing characteristics and behaviors, we will now reward our 
employees based on outcomes and results. The desired outcomes must be 
based on the organization’s goals and must improve organizational and 
individual performance. We beheve this is a more direct and simpler 
approach to improve employee performance and to realize the organization’s' 
goals. It is also a tool to help identify those employees who are not 
contributing in ways that benefit the organization. We would like for any 
change in legislation in this area to be compatible with our outcome-based 
system. 

We also think the current hiring system needs an overhaul. Although, like 
many oth^r Federal agencies, we are not in a hiring mode, periodically we are 
filling gaps and eventually we must start to build a pipeline for the future. 
Managers want a system that produces quality people without a lot of red 
tape. While we are aware of the necessary constraints inherent in a civil 
service system, there must be many fine examples of state and local 
government systems that work well, and that could be benchmarked and 
emulated. 

That completes my statement. I would be glad to answer any questions. 
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Mr. Mica. We thank you for your testimony. Now, we’ll recognize 
Mr. Walter Broadnax, who is Deputy Secretary of the Department 
of Health and Human Services. Welcome. 

Mr. Broadnax. Thank you, Mr. Chairman, members of the sub- 
committee, Chairman Clinger. I’m pleased to be here with all of my 
colleagues this morning to appear before you and have the oppor- 
tunity to testify before you concerning the need to improve all as- 
pects of the personnel management and administration in the Fed- 
eral Government. 

For purposes of illustration, I would like to focus on classification 
and compensation issues related to one of this country’s most im- 
portant national resources, the National Institutes of Health. 

The National Institutes of Health has had a long-standing inter- 
est in obtaining increased personnel authority and flexibility to im- 
prove the effectiveness of the management of its research mission, 
simplify process, increase speed to effect hiring and other personnel 
changes, reduce costs, and link its human resource program more 
strategically with NIH research mission. 

Over the years, there have been a series of independent studies 
recommending that the NIH research programs not be constrained 
by unnecessary rules and regulations and concluding that a more 
flexible personnel system would improve the ability of NIH to re- 
cruit and retain a superior scientific work force. 

Within the constraints of the current system. Secretary Donna 
Shalala has already approved increased delegation of authority to 
NIH which will further these goals. NIH also has flexible authority 
with respect to recruiting and reteiining bench scientists — ^HHS’ 
Senior Biomedical Research Service, known as SBRS, with up to 
500 positions authorized, as well as authority to pay higher sala- 
ries under Title 38. However, for the many NIH staff under the 
regular civil service system, improvements are still necessary. 

The current regular classification system is a rigid system with 
15 grades. Except for a few flexibilities, it inhibits NIH’s ability to 
recruit new scientists, to support personnel, and to fairly com- 
pensate current employees through the regular process. Let me 
provide you the following illustrations. 

Under the current system, it is sometimes the case that in order 
to promote scientists to higher grades, they must be made to take 
on supervisory responsibilities. Thus, these employees are forced to 
divert some of their time and energy away from research to take 
on administrative responsibilities just to receive the additional 
compensation which they clearly deserve, based on their research 
alone. 

We should have a system that provides for much broader grade 
bands so an employee’s salary could be increased without having 
to give him or her supervisory responsibilities which, under the 
current system, are necessary to justify a new grade. 

In other words, additional compensation would be a true reflec- 
tion of the valuable research which the employee is doing. We rec- 
ognize that pay flexibilities must be used in an accountable and re- 
sponsible fashion. 

While some flexibilities have been added over the years, the reg- 
ular system is still very rigid. For example, if a non-SBRS position 
is classified at a particular grade, NIH is limited to setting pay 



44 


within that grade, regardless of what the true value of the individ- 
ual will be to NIH’s mission. 

There should be a much broader band in the regular civil service 
system which would allow NIH to be more competitive in its re- 
cruitment efforts. A more flexible system would decrease the time 
required to complete negotiations with scientists and others who 
often are considering several competing offers simultaneously. 

NIH needs greater flexibility in the regular civil service system 
to move outstanding scientists to a higher pay level and meet the 
competition in order to retain these scientists. When senior sci- 
entists leave, there are significant gaps and costs which result not 
only because of the individual who must be replaced, but because 
more junior scientists and other support personnel often follow 
them. 

In addition to the examples which I have provided, the current 
system is very labor and paper intensive to administer. In order to 
ensure that we comply with its requirements, we must devote staff 
and resources to it. For example, a supervisor must write a new po- 
sition description every time a key researcher is to be compensated 
at a higher level with a grade promotion. Thus, scarce resources 
could be redirected to research, which, after all, is the agency’s mis- 
sion. 

I do not believe that it is an overstatement to say that implemen- 
tation of a modem personnel system will help to ensure that NIH 
will remain one of the world’s leading biomedical research organi- 
zations. 

Mr. Chairman, I thank you for hearing my comments. 

[The prepared statement of Mr. Broadnax follows:] 
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Mr. Chainnin. and membert of the Subcommittee. I am pleaaed to have the opportunity to 
tcitify before you concemiog tbe need to improve all aapectt of pettoenel managemeot ind 
administtation in the Federal Govemmea. 

For puipoaet of illiutration, I would like to focus on clissiflcation and compeniation issues 
related to one of this countiy's most important national reiouices, tbe National Institutes of 
Health. 

Tbe National Instltutet of Health has had a tong standing inteten in obalnlng Increased 
pmnnel authority and flexibility to improve tbe effectiveness of the management of ita research 
mission, simplify process, increase spei^ to effect hiring and other personnel changes, reduce 
costs and link its human resource program more strategically with the NIH research mission. 

Over the yean there have been a series of independent studies recommending that the NIH 
research ptognuns not be constrained by unnecessary rules and regulations and concluding that 
a more flexible personnel system would improve the ability of NIH to recruit and retain a 
superior scientific work force. 

Within the constrilms of the current lyswn, Secretary Donna Shalalt bat already proved 
Incieaaed delegations of autbority to NIH which will further these goals. NIH alio baa flexible 
authority with respect to recruit and retaining bench scientiata - HHS’ Senior Biomedical 
Research Service (SBRS) with up to 500 poiitlona authorized, aa well ss authority to pay higher 
aalaiici under title 38. Ilowever, for the many NUI staff under tbe regular Civil Service 
System, improvements are neceisaiy. 

The current regular claasificatian system is a rigid system with IS grades. Except for a few 
flexibilities, it inbibits NIH’s ability to recruit new scientists, to st^port personnel, end to fairly 
oompeuiate cunent employees through tiie regular procew. Let me provide you tbe following 
illustrations. 
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Uoder di* currtnt it it lometimM the cue that in ordai to promote scientuu to hifhcr 

grades, tbejr must ^ iMde to take on supeniisoi? rcspoDsibilitics. Tlius, Uicse employee ue 
forced to divert some of dielr dme tsd energy iway from reseticb to tike on administndve 
tespoQSibilitics just to receive tbe iddidooil compesMtlOD which they clearly deserve based on 
their research alooe. 

We should have a system that provides for much broader grade baads, so an employee's salary 
could be iucreased without bavuig tu give him or bet supervisory lesponstbUldes which under 
the cunect system are necessary to justify a new grade. In other words, additional compensation 
would be a true reflection of the valuable research which the employee is doing. We recognize 
that pay flerihilities must be used in an accountable and responsible fashion. 

While some flexibilities have been added over the years, the tegular synem is still very rigid. 
For exinqile, if a oon-SBRS position Is classified at a particular grade. NIH is limited to setting 
pay wifliiD that grade regardless of what the true value of the individual will he to NTH's 
mission 

There should be a much broader band in the icgula; Civil Service system which would allow 
NQl to be more competitive la its recroitment c^irts. A more fexible system would decrease 
the time required to complete oegoditioos with scientists and ethers who often are considering 
several competing offers simultaneously 

MH needs greater flexibility in the regular Civil Service ^stem to move outstanding scientists 
to a higher pay level and meet the competition in order to retain these scientists. When senior 
scientists leave, there are significant gaps and cosu which resuh not only because of the 
iolivkhul who must he replaced hut because more junior sciemitts and other support persoanwl 
often follow them. 

In addition to the examples which I have provided, the currem system is very labor and paper 
intensive to administer. In order to ensure that we comply with its requirements, we must 
devote staff arsd resources to it. For example, a superviaor must write e new position 
descriptioo eveiy time a key researeber is to be compensated at a higher level with a grade 
promotion. Thus, scaree resuuiues uouM be redirected to research which after ill is the 
agency's mission. 

I do not he'.ieve that 't Is an over sratement to ny that implemenuiioD of a modeni peraonnel 
ayitem will halp to ensure that the NTH will temam die leading biomedical research orgauixaiiun 
in the world. 
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Mr. Mica. I thank you and the other members of the panel for 
their testimony and comments. I have a couple of quick questions, 
and then I’ll defer to Mr. Moran. 

First of all, one of the things we’ve got to look at is the role of 
0PM in any fixture reconstruction of civil service as we know it. 

Mr. King, you’ve heard from two departments who want more 
flexibility in classification. They want more authority. They want 
more responsibility. Maybe you could elaborate a bit on your posi- 
tion, just informally, as to how you see 0PM evolving in this proc- 
ess and what its role will be. You’ve already undergone some 
downsizing, some cheuiging, but looking toward the future, what 
should be the responsibility of 0PM? 

Mr. King. Mr. Chairman, first I thank you for recognizing the 
downsizing. Our agency right now is 30 percent smaller than it was 
when I took it over, and it will be smaller still as we move toward 
privatization, as you know so well, Mr. Chairman. 

Our role as we see it, looking to the future, is to lead agency 
managers and employees in creating a productive, high-performing 
workplace in a framework of the merit principles, and we plan on 
doing this in three major ways, quite frankly. 

First, to preserve and strengthen the merit system through our 
oversight system. That implies that the people that this will be del- 
egated to understand those responsibilities, and our experience has 
been that they do, but we will continue to follow this through our 
oversight. 

Second, we’ll provide agency managers with new tools and new 
systems they need for success. Let me give you some examples, if 
you would — ^in general, to move human resources management 
from an ethos of process and procedure into an ethos of account- 
ability and results. 

A general example would be the elimination of the Federal Per- 
sonnel Manual as a symbol that there will be change and that 
there is change. You have heard the criticism of this, and I know 
you have. 

This was our personnel manual that we disposed of, Mr. Chair- 
man. I don’t know if I’m being fair or not, because the picture is 
a little small. This is the original 10,000-page manual. Now, we’re 
criticized because we have this. We replaced it with this. 

Now, these are the two pictures. TTus is before and after. Now, 
essentially, we did boil it down. That’s true. The baby didn’t go out 
with any bath water, but I notice a nostalgia toward the larger, be- 
cause, in that, we virtually assured non-progress, non-accountabil- 
ity, non-responsibility. We now have moved to an area where peo- 
ple now understand where the accountability lies. So, yes. 

By the way, the way we did it was a little bit — I think there was 
some pride; there was a sense of public relations. But the single 
biggest thing was to send a signal, Mr. Chairman, as you know, 
how effective in the work your committee is doing. You send a 
number of signals that there’s going to be an approach and an air, 
and the committee does, on certain kinds of changes that you be- 
lieve have to be made, as we do. We share so much in this area. 
So that’s just one example in there. 

In hiring, the elimination of the 171 form. That elimination was 
not the elimination of the form, per se. It is the elimination of the 
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requirement to use it, because consistently — I think Mr. Downey 
and, I believe. Dr. Broadnax, and John, I know you’ve run into it — 
but again and again, we’ve especially heard, at a recruiting level, 
people look at a 171 and say, “This is crazy.” 

You know, Nobel laureates do two pages to be considered by MIT 
for employment, and if you’re of the age that we’re talking about — 
well, in my case, my 171 exceeds 11 feet. When you roll it on out, 
it goes out for 11 feet. Do you really need 11 feet of print to do 
that? I mean, that’s the sort of thing that borders on the goofy. 

And by the way, it affects our credibility. I mean, when someone 
looks at you and looks at this form, and says — well, enough of that. 
But if you want to keep, if you want to cling to it, if it gives some- 
one comfort somewhere in the bureaucracy, what we’ve said is use 
what you think would be best to do that and followup with your 
own form, so development of automatic hiring and testing systems 
that produce results in far less time. We can use scanners now. We 
can get into that in detail, Mr. Chairman. You’ve seen some of that 
yourself. I know you’ve visited the facility, and you’re familiar with 
it. 

Career transition is going to be an important thing in Govern- 
ment. It’s out-placing our employees as we’re downsizing. It won’t 
all be attrition, as you well know, Mr. Chairman, and we’re going 
to continue to do it, so that we can make Government smaller in 
a humane fashion. 

Performance management, the delegation of our current sister- 
in-law agencies to craft their own programs at work. For example, 
we’re working right now with the classification, the consolidation 
of 442 job series into 22 job families, compressing them into that. 
So it makes a lot more sense. 

I’m not suggesting any of these things, Mr. Chairman, is the 
magic pill, the silver bullet, whatever we want to call it. But its 
incremental steps, now that we’re doing that, don’t require legisla- 
tive change, in that we’re working together to bring change. 

And then, finally, I think the President and the agencies are 
going to continue to push for the best personnel policies and prac- 
tices, and there will be some legislative change that will accompany 
that, and that’s really what we’re beginning in the process today, 
Mr. Chairman. 

Mr. Mica. I think it’s important that we look at the role of 0PM 
for the future and what will be the responsibilities of 0PM and the 
various agencies. 

One of your comments I wanted to question, you talked about 
strengthening the merit system, and I have no problem with that, 
insofar as we don’t strengthen it to the point that we obliterate its 
purpose. 

But my concern is the poor performer and how the system is now 
being used and abused to subvert the process. It’s demoralizing to 
many people who go to work and do a good job when they see peo- 
ple who are protected by a system that was established to create 
protections for other reasons, not to ensure their tenure on and on, 
regardless of performance. 

So to the gentlemen from the agencies, do you have some way 
to deal with this endless appeals process, this problem of eliminat- 
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ing the poor performers, something that we should be looking at? 
Mr. Downey. 

Mr. Downey. It is a long and difficult process, and we certainly 
would support ways to streamline it. There needs to be a balance 
between fairness and assurance of due process and ability to take 
appropriate actions. I think the present system just has too many 
steps, too many appeals, too many blind alleys, and I think you are 
correct in saying its a deterrent to performance within the agen- 
cies, because it suggests that performance is not a critical issue. 

Mr. Mica. Mr. Broadnax. 

Mr. Broadnax. I would agree with my colleague, Mr. Chairman. 
I think that if the process could be streamlined, I think it would 
provide greater fairness, because as these proceedings are dragged 
out, I think it really, in many instances, adversely aiffects perform- 
ance in these organizations, these large, complex organizations. 

And so I certainly think that our experience has been one where 
streamlining, looking closely at processes that are being followed 
and procedures now to streamline them, make them move more 
quickly, more expeditiously, would bring both fairness and in- 
creased performance in the agencies. 

Mr. King. As a matter of fact, Mr. Chairman, I know that we’re 
looking right now at a way to streamline that, and we’re doing it 
in a legal area. 'There is Chapter 43 and Chapter 75. What we’re 
trying to do is move Chapter 43 into 75 and perfect Chapter 75. 

So you can streamline the process and then give it coherence 
across the board, so that there is one particular area being moved 
to remove people who are not performing at the correct level, and 
Chapter 75 is used substantially today to remove. But, again, there 
is going to be a dialog with folks who like the old system. They feel 
comfortable with it. They’re knowledgeable. 

But everyone here who has ever worked with removing anyone 
for performance usually does it once in their entire career. It’s one 
of those things, I think, you do once. Part of it is that you must 
follow every single step. I mean it is a checklist that seems to go 
on to the horizon, Mr. Chairman. 

If we could start by consolidating the law that’s actually applica- 
ble, that all of us use, and then we get a clear, documented hand- 
book on how we approach that, it’s a first step. Again, no silver bul- 
let here, Mr. Chairman, but the beginning of progress, and I just 
would like to raise it, because I know it’s an area that will be up 
for discussion, and it’s sensitive, but it’s important. 

Mr. Mica. I think it’s critical. John Koskinen. 

Mr. Koskinen. I think the balance here is, no one maintains that 
we should remove any protections from an employee to be sure that 
they are treated fairly and equitably. 

I think one of the major concerns that people have reflected, in 
addition to the complexity is the multiple forum problem. As Jim 
said, if you start down this road, oftentimes managers find that 
they’re defending their action not just in one forum or one time, 
but, actually, two emd sometimes three times in different areas. 

So I think it’s important to provide an efficient system, but I 
think no one is saying that it should be so efficient that the rights 
of employees are undercut. I think every employee deserves to have 
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an appellate jurisdiction, but it should be consolidated so you get 
that once, rather than running through hoops two or three times. 

Mr. Mica. Thank you. Mr. Moran. 

Mr. Moran. Thank you, Mr. Chairman. I’m going to have to go 
give some testimony on a housing bill, so I’m not going to be able 
to ask questions that would elicit the kinds of answers I want to 
get into, but I will return to this. I want to bring up some points 
and really lay out where I’m going to be coming from on this. 

One thing I wanted to change is the bumping system when RIF’s 
take place. The ultimate result, too often, is that you’re paying peo- 
ple at inappropriate levels for jobs that are inappropriate to tneir 
skills. It’s an outmoded system that has got to be changed. I recog- 
nize the need to protect employees, and I’m a strong advocate of 
that, but this is something that has got to be changed within this 
context. 

I do think that managers need to be freer to hire the people that 
they feel are necessary to get the job done that they’re charged 
with accomplishing, and I like the broad bands in terms of pay. We 
need to be able to reward people, to provide performance incen- 
tives. 

At China Lake, broad banding worked, but they had an unlim- 
ited budget, and that’s one of the reasons it worked. So we’ve got 
to figure out a way where it can work within the context of severe 
fiscal limitations. 

I’m glad to hear what you say about the need to provide more 
flexibility in terms of there being accountability for performance. If 
people perform well, there should be incentives. If they are not per- 
forming, management has got to be able to either fire them or 
move them into a position where that is more comparable to their 
performance ability. 

Right now, we have a grossly ineffective system and one that 
really is designed to discourage anyone from trying to remove 
somebody on the basis of performance. I’ve been there; I’ve seen it 
happen. I would discourage any manager from trying to remove 
emybody because they were not performing, and that should not be 
the case, and it can’t continue to be the case in the Federal Govern- 
ment. 

As I said, the people that are left, we need to have a system in 
place where the/re going to stay, where we are not going to go 
through this kind of ^ sruptive process that is occurring now. 

When we get through this, we want a reasonable civil service 
system that is competitive with the private work force but provides 
the kinds of individual employee protections and that insures the 
professionalism of the Federal work force. So we’ve got a lot to do, 
but I think we can accomplish it, because I think we don’t have a 
choice to do otherwise. 

So, with that. I’m going to try to return as soon as I can, Mr. 
Chairman, and I appreciate the opportunity to have this hearing 
and to hear from these professional individuals. 

Mr. Mica. If any of you wish to respond to Mr. Moran’s com- 
ments, I’ll sit and listen. He set forth some of his concerns, and 
we’re definitely going to work with him and try to see that some 
of those ideas can be incorporated in whatever we do. Seriously, if 
any of you wanted to respond. 
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Mr. Koskinen. Let me make one comment that I think is impor- 
tant as background, and that is, the items we’re discussing are im- 
portant. The procedures, we need to rationalize. We need to provide 
a system that’s flexible. 

But, ultimately, one of the things we need to do is recognize, as 
we keep referring to the private sector, that the management para- 
digm has changed in the private sector. Government didn’t invent 
top down management. It was, in fact, modeled on what happened 
in the private sector over time. 

One of the things the private sector has learned, thanks to the 
demonstrations by the Japanese and other companies, is that top 
down management no longer works. You now need to provide su- 
pervision and guidance from above, but the best organizations work 
with input and participation from their workers and their employ- 
ees. 

So all of our systems, no matter how prescriptive or non-prescrip- 
tive they may be, no matter how we design them, by themselves 
will not self-execute. We will not improve management in the Fed- 
eral Government simply by changing the rules. What we need to 
do is change the culture. 

We have to judge the changes we’re making in terms of increas- 
ing the ability of managers to work with their employees to rede- 
fine their work and to determine what needs to be done and how 
best to do it. That is a major difference in the way of approaching 
work. 

It’s a difference that’s going on in the private sector, and those 
companies that are responding to that change are the ones that are 
successful. Those that continue to think that the answer is magical, 
as Jim says, “silver bullets” or changing some requirement or stick- 
ing with the old system are the ones that are failing. 

Therefore, if we’re going to look at anything, it seems to me, 
we’ve got to understand that there’s a major shift in the way orga- 
nizations manage themselves, and we ourselves have to move in 
step with that. 

Mr. Mica. Did anyone else want to comment? Mr. King. 

Mr. King. No, thank you. Nothing, Mr. Chairman, thaiiks. 

Mr. Mica. I have a couple of questions in summary for this 
panel. Mr. King, you did reaffirm in your opening statement the 
administration and OPM’s commitment to veterans’ preference. 

Tomorrow we’re going to have a coalition of veterans’ organiza- 
tions testify, and they’re concerned a bit about the question of 
whether or not veterans’ preference is being honored in the law 
and 0PM is really providing an enforcement mechanism to make 
the legal provisions effective. Could you describe what mechanisms 
and procedures you have for enforcing veterans’ preference? 

Mr. King. Sure, we do it by oversight. But let me first start, Mr. 
Chairman, as I suggested earlier — just a quick history, putting it 
in context. 

In 1955, veterans represented about 55 percent of the Federal 
work force, which was a very substantial number. World War II 
and Korea had really given us this large cadre, as it were, of appli- 
cants with preference eligibility and, by the way, with a genuine 
and sincere interest of working for (^vemment. 'There was a real 
commitment there. 
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By 1984, the percentage of the work force had dropped to about 
37 percent, and last year it was 28 percent. It’s the aging of the 
population, and, quite frankly, the lack of major conflicts has re- 
duced the veterans’ numbers. 

Now, although the overall numbers have declined, the number of 
new hires who are veterans remains fairly constant due to a care- 
ful administration of the program — and it was recently verified by 
GAO, so it might be helpful to have that GAO report available — 
and an improved VRA. authority, sponsored by 0PM, has been very 
successful in hiring veterans. 

As a result — and I’ll come back to process, Mr. Chairman, be- 
cause I think there’s no question that has usefulness, but it might 
be useful, also, to go right to what the percentage of new hires that 
have been going to veterans, and it has risen steadily from 12.1 
percent in 1990 to 18 percent in 1994, an increase of — well, you can 
do the math. 

Our relationship with veterans-serving organizations is excellent 
and, of course, as I suggested in my testimony, they can speak for 
themselves. But I will say this much. I’m personally proud to work 
with the veterans’ groups. 

I meet with them on a fairly re^ar basis personally, and we 
meet with them in structured meetings on a regular basis and go 
over all the issues affecting veterans, and, quite frankly, we draw 
enormous pride from that relationship, and we feel that we’re de- 
livering. Now, what I’m saying is, the results are there. We work 
with veterans’ groups in any areas they feel where there’s a prob- 
lem. 

Let me give you an example. We’re doing a demonstration project 
at the Department of Agriculture. I know you’ve heard of our top 
three list. Someone said, “Well, gee, that really protects veterans.” 
On the surface, that may appear to. 

In point of fact, we find that in a demonstration project, if we 
open it up so that the eli^bles — and, by the way, on these eligible 
lists, many times you’ll hit 50 people with identical scores. So now 
you’re “sending the top three.” When you give an eligibility list of 
eligible qualified, what we found was more veterans got hired in 
a broader list. It runs counter-intuitive to some of the old, tradi- 
tional things that were approached. We find it works better. 

Again, if you look at the results through different processes and 
ones that work — and again, I look at my colleagues, because each 
one of them have processes that are unique unto them and give 
them opportunities, if they’re freed from rigid systems. 

So, again, we still give the ongoing oversight. We’re responding 
to the veterans, by the way, who are extremely well informed and 
very sophisticated in their perspective, so that’s really where it 
comes. So the results are there. 

Mr. Mica. We might ask you to come back and repeat that state- 
ment tomorrow after they appejir. Thank you, Jim. 

Mr. King. Thank you. 

Mr. Mica. Mr. Koskinen, I believe that it was in November 1994 
that, accompanjdng the report of the National Performance Review, 
the administration had said that they were going to submit a civil 
service reform proposal, and we have seen only a sort of a draft so 
far, and I guess there has been some outlying release to the media. 
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When can we expect some definite proposal or legislation from the 
administration? 

Mr. Koskinen. We continue to work on it. These hearings, obvi- 
ously, are propitious and can cause everyone to come together. I 
would expect, in the very near future, we should be able to provide 
the committee with a proposal from the administration. 

As you know, and I understand that you’ll discover further in 
these hearings, this is a very complicated area. For every proposal, 
there is a respondent. As you will hear through these hearings, 
there are great defenders of what we think of now as systems that 
were once very useful that now are inflexible. 

We’re trjnng to chart a course through that. As the other wit- 
nesses have said, we look forward to working with you and, once 
we have that proposal, to see if we can tailor and fashion a pro- 
gram that will allow us to move forward and make progress. 

Mr. Mica. Well, we would even be glad to do a joint announce- 
ment, so we look forward to working with you on it. 

Mr. Koskinen. Well, I think I would like to stress that we do not 
view this, much like procurement reform and other management 
improvements, as a political issue. We’re delighted to share with 
you the effort and the fruits at the outcome. I don’t think it’s an 
issue politically so much as structurally as to how we’re going to 
proceed. 

Mr. Mica. The fruits we don’t mind. It’s the rotten tomatoes that 
get thrown at us that concern us, but we’ll be there with you. 

Mr. Koskinen. This has turned out to be a very agricultural 
event. 

Mr. Mica. Starting with the acorns I picked up on the way. You 
all don’t pay very much attention to acorns or leaf changes, but 
when you come from Florida, you don’t see those things that you 
all take for granted here. Maybe it takes someone like me, from the 
outside, to see some of these things. 

Mr. Broadnax, I have a question for you. In addition to the in- 
house research, NIH uses grants and contract researchers to per- 
form its work. Could some of the artificial pay restrictions in the 
current system be eased if NIH relied on more contractors and 
grants and private sources than retaining so much in-house re- 
search capability? 

Mr. Broadnax. Mr. Chairman, as I’m sure you know, this is an 
ongoing discussion at the National Institutes of Health, among the 
researchers and the leadership there, as to what is the proper bal- 
ance between the intramural and the extramural research program 
there. 

Under the current leadership, under Dr. Harold Varmus, he, too, 
has been trying to rework and recalibrate that balance, but I think, 
in the final analysis, history has shown that each Director has 
come down on what I would call a relatively robust intramural re- 
search program. There is tremendous support for that research pro- 
gram, not only within the National Institutes, but by sister re- 
search organizations outside the Institutes, as well. 

Having said that, I think there are great flexibilities gained by 
working through contracts and grjmts with universities and other 
organizations, but there is significant work done within the Insti- 
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tutes themselves which warrant, based on national acclaim as well 
as international acclaim, a strong intramural research pro^am. 

I have it on good authority from the scientific community there 
that it would be very helpful to them if they had some greater 
flexibilities, particularly at the junior levels, of bringing younger 
scientists in. There have been several things mentioned here this 
morning by my colleagues which could be helpful, as well as talk- 
ing about probationary periods and some other things, but some 
greater flexibility of bringing in junior people, particularly. 

Mr. Mica. Well, we’re not going to be able to get into the ques- 
tion of privatization and use of contract services today, but I’m sure 
we’ll have a hearing devoted just to those items. It’s something we 
need to look at, whether it’s research, FAA controllers, or investiga- 
tors with 0PM, or whatever. I think this is also another area that 
we must define and redefine. 

Mr. Koskinen. 

Mr. Koskinen. I think this is a very important area. This sub- 
committee has pursued it in different ways in the past, focusing on 
contracting out. 

I think that my only addition to Dr. Broadnax’s comments are 
that we should be making decisions about what work should be 
done internally and what work should be contracted out on the 
merits of where that work gets done best. 

I would hope that we would not want to stick with a system that 
doesn’t work very well and then argue that, “Well, we can solve 
that problem by just having the work done on the outside.” There 
are times when it’s appropriate to have contracting done outside, 
but one of the reasons ought not to be because it’s the only way 
to get the work done effectively because of the failings of our own 
systems. 

Mr. Mica. Well, as I said, we’ll save that subject for another com- 
plete hearing. I want to yield to Mrs. Morelia, who has joined us. 

Mrs. Morella. Thank you, Mr. Chairman. I wanted to direct 
this, I guess, to Director King — it picks up on what Mr. Koskinen 
mentioned — amd anyone else who wants to comment on it. 

Does the culture in Government have to change before reform, or 
could reform create the culture that’s needed to assure change and 
assure results? 

Mr. King. I think we create it. 

Mrs. Morella.. Create it. 

Mr. King. I think we create the climate, but there will be and 
continue to be internal — ^because, quite candidly, until some time 
passes — reforms have been annoimced again and again, since I was 
a very young person. At every level of Government, everybody that 
I ran into was going to reform the Government during their stay. 
So folks have heard it, and those folks have come and gone. 

There’s no one sitting at this table who hasn’t heard, first per- 
son — I’m willing to bet, without ever talking to them, that some 
person in their agency, either a junior level or a senior level, who 
looked at them and said, “I was here before you came. I’ll be here 
after you’ve gone, and I was here before the previous 16 of you 
came, and I’ve seen you come and go, and it hasn’t changed.” 

So what you’re talking about in this is really the implied area, 
taking real risks, taking genuine chances with your career as you 
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perceive it, seeing the approach that has, in the past, brought peo- 
ple up through the system, and now we’re suggesting that that 
ethos change, where risk-taking — ^the things the chairman just 
talked about in relation to how do you manage contracts, how do 
you talk about basic performance, the other conflicts, all of those 
that are being put on the board now. 

You would be simply amazed, the number of folks in the ranks 
who don’t give it a heck of a lot of credibility. They’re getting the 
message at this stage. I’ll yield to my colleagues, obviously, but I 
will say it’s changing. I believe it’s changing in a positive way. I 
believe that our Federal employee groups, it’s not that they’re re- 
calcitrant, it’s just that the/ve heard one thing, and they’ve seen 
something else happen. 

Mrs. Morella. So you create it, and then you bring the reform 
in with the creation. 

Mr. King. Well, we create a climate in which you can actually 
respond to legitimate needs, so when Dr. Broadnax mentions it as 
layering, there isn’t an agency I’m familiar with or have been 
around where we haven’t layered people in to pay them appro- 
priately, but we pay on the basis of management, rather than on 
the basis of knowledge. 

What we’re saying, we’re acknowledmng now that we’re in 
knowledge-based businesses, and we should pay for real knowledge, 
and is there a way to do that? Now the systems start to follow the 
real needs. Would that be a fair statement? 

Mrs. Morella. Anybody else want to comment? 

Mr. Downey. Yes, I think, in our agency, the signals need to be 
sort of consistent across the board. If our employees see the law 
changing, as well as management changing, as well as their own 
thinking about their jobs changing, we’ll have progress in the right 
direction. But if all the signals aren’t the same, then you run the 
risk, as Mr. King said, of people saying, “Well, I’ve been here be- 
fore. Been here, seen that, and I’ll just wait.” 

Mrs. Morella. So you have to try for consistency. 

Mr. Koskinen. To replay my theme song, sort of the equivalent 
of the acorns. 

Mr. King. Play it again, John. 

Mr. Koskinen. Part of the reason reforms haven’t really worked 
in the past is because often in a top-down management structure, 
we’ve assumed if we chauiged the rules and asserted that this is the 
way it would be done, it would happen automatically. 

Again, what people have discovered, in the last 15 to 20 years 
in management, is that first, you need to have the changes. You 
need to have flexibility. But then, to get changes executed and im- 
plemented, you’ve got to involve employees in those decisions. 
We’re all that way. Nobody likes to have things done to them. Ev- 
eryone gets very enthusiastic and motivated when they’re part of 
the process making the changes. 

Therefore, the culture has to change. We have to be more focused 
on involving our work force, who were here before we were here 
and are going to be here after we’re gone, in making those changes. 

But it only works if we’ve provided the context, so that to try to 
make that change when there’s a system that many of them view 
very cynically as overly restrictive, particularly the middle man- 
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agers, and ask them, “Now we’re going to make change, and it’s up 
to you,” without sending the signals, as Jim and Mort said, that, 
it seems to me, won’t work. 

Mrs. Morella. I would like to also ask you, gentlemen, and 
maybe Mr. Broadnax and Director King, particularly, what impact 
do you think that broad banding will have on recruitment and per- 
formance and other economic consequences, from an agency point 
of view, from the Director’s point of view? And then, a follow-up 
question you may want to consider in your responses, could broad 
banding work across the board in Government? 

Mr. King. Well, let me yield to Dr. Broadnax. By the way, first 
of all, could it work across the board? We get back into the one size 
fits all, and I think what we’ve been saying — and I know you’ve 
heard it, so it’s a good question — ^is, can you make some of these 
things a smorgasbord that is consistent with merit principles and 
the other kinds of things that are included in our governance of 
Government in relation to employment? The answer is yes. 

The question is the flexibilities and the willingness of people to 
make them work. I think we’re all sensitive to the fact that there 
are folks sometimes who are out there working so that systems 
don’t work. What we want to do is to create a climate in which 
there’s an affirmative view. 

I think Dr. Broadnax said it in specific terms, areas where broad 
banding would be quite applicable and help his management unit 
move forward. Did I hear you correctly on that one. Doctor? Then 
I would come back to the oversight in relation to the salary issue, 
the economics of it, which have profound implications. 

Mr. Koskinen. 'That’s the new American record for the longest 
yield. 

Mr. Broadnax. I would agree with that. Congresswoman. I 
would simply say that we recognize that there are potential eco- 
nomic impacts which would require some very careful monitoring 
and oversight if you were to follow our broad banding approach. 

At the same time, we think that it’s worth the effort on that side 
of the equation to gamer the benefits in terms of the speed with 
which you could move and, I think, the fairness that you could 
bring about within the overall system. 

You have to remember that the people that we’re talking about, 
in the example which I was giving, at the National Institutes are 
people being competed for by organizations on a worldwide basis, 
private and public, in many instances, and so speed becomes very 
important. If we, as the potential employer are running 2, 3, 4 
months behind the competition in terms of being able to respond, 
it’s deleterious to our desires to have the best research cadre pos- 
sible. 

Mr. King. On the economic issues, I think we at 0PM could work 
in a system where the employees are broad banded, quite frankly. 
We would establish a govemmentwide limitation on the total 
amount of funds that could be spent each year, limitations on pay 
increases within the pay bands, and controlled performeuice rat- 
ings, if they are in any way driving, pay determinations, set or con- 
trol yearly pay increases by placing a limit on pay increases within 
pay band and/or allowing no more than one such pay increase per 
year. 
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Let me give you, also, a specific example that we’re doing in an- 
ticipation of pay banding at some point, somewhere. We’re doing a 
classification study — we’re just getting underway — ^to study a sta- 
tistically valid sample of 200 G1^12’s. This is nationwide, adminis- 
trative positions nationwide. 

We believe that the result in cost avoidance could be over $200 
million if we move from our present classification to one of broad 
banding. But if we don’t look at those kinds of things, you know, 
in advance, then they capture us downstream. And you are abso- 
lutely correct that the economic implications of this can be pro- 
found. 'They have to be looked at, and there has to be oversight and 
control built in. It just can’t be willy-nilly. 

So that’s a sort of — ^but there is real possibility for the kind of 
flexibilities, the kind of opportunities, and the avoidance of this 
thing that has been called layering in Government that is really 
one of the most difficult and one of the areas that compromises the 
integrity of our leadership within our organizations. 

Mrs. Morella. If I could just ask a couple of more questions, 
then, a few for the record, Mr. Chairman. 

Should RIF procedures be changed? Are the procedures out- 
dated? If there should be change, how could they be changed to 
place more emphasis on performance while protecting veterans’ 
preference? 

Mr. King. One of the interesting things I’ve run into — and I 
should yield. Should I yield earlier? The^re not jumping at the 
mikes, Mr. Chairman. 

One of the items, I think, that we don’t often mention when we 
talk about RIF’s is performance appraisals. Generally, most places 
have been using, as you know, the five-level appraisal system. In 
that is built-in seniority — 20 years if you get outstanding, 16 at 
your next level, and so forth. 

Now, let’s just pause for a moment. I’m always interested when 
I hear people say, “We were faced with a RIF, Mr. Chairman, and 
we are losing some of our best people.” I think you’ve heard that. 
You certainly have heard it. I have. 

And you turn around and say, ‘'Well, who’s bumping them?” 

“Well, these people we rated ‘outstanding,’ who really are not 
very functional.” 

“Oh, you were victimized by yourself, then?” 

“Yes, but we need relief.” 

So, to some degree, we have to understand that some of the situ- 
ations that we face have been self-created and that we’re going to 
have to exercise some real leadership and some discipline, so that 
the system that presently has difficulties, we could start to address 
it. 

There are a number of ways that that could be addressed. I 
would like to again yield to the folks who also work with this, be- 
cause we have lost a number of people, as you know, so RIF’s are 
real to us. It’s not an academic discussion. But let me jdeld, 
though, to my colleagues who £ire also living with this same situa- 
tion. 

Mr. Downey. Well, I can’t add any personal experience on the 
RIF side, because, in Transportation, we have been successful so 
far in avoiding that necessity as we’ve looked at downsizing, and. 
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as I mentioned earlier, we’ve reduced our civilian force by 7,000 
since 1993, but we’ve done it all through buyouts and attrition. 

We think if we think ahead about where we’re going, if we think 
about the organization we want and try to get there over time and 
through a careful plan, we can avoid the RIF because of a lot of 
problems that exist within it. 

Mr. Broadnax. I would simply say that, first of all, thank Grod, 
I haven’t had the experience of dealing with reductions in force 
with this administration. However, I carry some very strong memo- 
ries from another experience in a great State in the northeast cor- 
ridor where we were doing a lot of downsizing using the RIF’s, and 
it is very burdensome and can cause tremendous dislocations. 

We at HHS, like my colleague at Transportation, have been for- 
tunate in that management has been able to focus on its needs and 
use the buyouts and early outs and other tools available to us to 
bring our work force size down without using the reductions in 
force, and we’re hopeful that we will not have to do that, because 
I would say, again, at a place as complex, for example, as the Na- 
tional Institutes of Health, if you start reductions in force, I think 
your imagination can quickly tell you the kind of dislocations you 
could quickly run into in an environment like that. 

Mrs. Morella. I guess I would like to, then, ask our two agency 
people, Mr. Broadnax and Mr. Downey, does a pass-fail perform- 
amce system compromise performance measurements and high per- 
formance incentives? What do you think? 

Mr. Downey. We’ve gone in the direction of a pass-fail. We have 
already put in place a three-level system, as opposed to the pre- 
vious five, but we’ve linked it to the goals of the organization. 
We’ve said, within the broad organization, whether it’s Federal 
Aviation or Federail Highway, what are we trying to achieve? With- 
in your unit, what is it contributing to the broader goal? And then, 
you as the individual, what is your contribution? 

I think it’s pretty obvious on a pass-fail basis, either you’re con- 
tributing to achieving the goal and your management has been 
supportive in defining what that goal is, or you are not. To expand 
it into several different ratings — which, over history, shows most 
everybody winds up among the higher ratings, the higher levels — 
doesn’t really contribute to that. So we think linking it to real per- 
formance and linking it to real achievement is the important step 
that we should take. 

Mrs. Morella.. Mr. Broadnax. 

Mr. Broadnax. No one could disagree with my colleague in 
terms of his comments. I think the important thing here is being 
able to look at your work force, determine who are those who are 
the best performers, and then be able to reward people accordingly. 
Obviously, the objective is to link that performance to the organiza- 
tion mission, which is really the trick here. 

I think a pass-fail would stop a lot of, if you will permit me, said 
games that are played in the performance management process and 
get managers to focus on what the real issues are and, where peo- 
ple are in need of training or retraining or educational opportuni- 
ties to bring them up to snuff, that maybe they would get to those 
conversations more quickly if they didn’t have all these little cat- 
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egories and boxes that you could fill that often help to skirt the 
issue. 

So, as much as pass-fail would move us toward focusing on what 
the real issue is, which is high performance and improving per- 
formance where necessary, maybe it’s a strong step in the right di- 
rection. 

Mrs. Morella. Could I try one more, then? 

Mr. Mica. One more. 

Mrs. Morella. This, I guess, would be the final one to Director 
King. Do you have human relations experts or specialists ready to 
play the consultative role that would be needed to integrate HRM 
with the strategic planning process? 

Mr. King. Yes. What we’ve done — ^would this be within the con- 
text of say, GPRA? Is that what we’re in? 

Mrs. Morella. Yes. 

Mr. King. Yes. I think we had the first training session in Gov- 
ernment when the GPRA bill went into effect, when they first an- 
nounced GPRA and did this in a forward-looking way. 

We also pulled together our counterparts throughout Govern- 
ment. We’ve done the first training sessions cross-Govemment al- 
ready, and we’re moving in that direction already, so that yes, as 
an organization, we’ve moved forward. We’ve alerted our counter- 
parts in every part of the Government. 

They understand the seriousness of it, and we’re on track in that 
area, including our chief financial officer, who is extremely sen- 
sitive to the implications of that. He’s moving in that direction, and 
in other areas, in our resource planning — and that includes, obvi- 
ously, our human resources — ^we are preparing everyone, bottom 
up, for what’s coming, and we’re doing that through partnership, 
which has been an effective way to communicate. 

By the way, I should mention just as an aside, in our organiza- 
tion, partnership cuts across the line. It’s not just a labor-manage- 
ment in the formal sense. It is, as we call it, the high-wire act 
that’s done in a partnership, that cuts across. It’s an employee — 
whether you’re in a bargaining unit or not makes no difference — 
and it’s a management group. 

And then there’s always the net of the formal bargaining with 
our bargaining unit. Now, our bargaining unit is part of the part- 
nership, but it is not the total partnersWp, by any stretch of any- 
one’s imagination. 'That’s in our agency, and that varies from place 
to place. 

Mrs. Morella. Thank you. Thank you. Director King. Thank 
you, gentlemen. Thank you, Mr. Chairman. 

Mr. Mica. Thank you, members of the panel, our first panel this 
morning. As you can see, we have additional questions. I have 
some that I would like to submit to you in writing. Mr. Moran and 
the minority may have some. We will leave the record open and 
also ask you to respond. As you know, this is just the beginning, 
and we’re just scratching the surface. 

We wanted to get your comments on the record today, and I ex- 
pect this will be a rather lengthy process, but we hope to move it 
along, and I appreciate your contribution today and look forward 
to working with you. Thank you. 

Mr. Broadnax. Thank you. 
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Mr. Downey. Thank you, Mr. Chairman. 

Mr. Koskinen. Thank you. 

Mr. King. Thank you, Mr. Chairman, and to stay with your agri- 
cultural mode, John Deere would be proud of you for scratching the 
surface, sir. 

Mr. Mica. I didn’t get into your high-wire act and your net. 

Mr. Koskinen. No, you didn’t want to know what he was falling 
into. 

Mr. Mica. If we had more time, Jim, we could work on that. 

Mr. Downey. Thank you, Mr. Chairman. 

Mr. Mica. I would like to call our second panel. We have Nye 
Stevens, Director of the Federal Management and Workforce Issues 
of the General Accounting Office. We have Mr. Don Devine, who is 
the former Director of the Office of Personnel Management, and 
Constance Homer, also former Director of the Office of Personnel 
Management. 

So if you would come and join us. I see Mr. Devine making his 
way from the back. Mr. Stevens. If you all just remain standing. 
If you would raise your right hand and be sworn in, please. 

[Witnesses sworn.] 

Mr. Mica. Let the record reflect that the witnesses answered in 
the affirmative. 

We have several of our witnesses back today. We heard from the 
current 0PM Director, and we have the experience and expertise 
of two former 0PM Directors to hear from now, and also Mr. Nye 
Stevens, Director of the Federal Management and Workforce Issues 
of the General Accounting Office. 

We’re going to start with Mr. Stevens. Again, if you would like 
to submit a complete statement for the record and summarize, we 
would appreciate it. You’re recognized. 

STATEMENTS OF L. NYE STEVENS, DIRECTOR, FEDERAL MAN- 
AGEMENT AND WORKFORCE ISSUES, GENERAL ACCOUNT- 
ING OFFICE; DONALD J. DEVINE, FORMER DIRECTOR, OF- 
FICE OF PERSONNEL MANAGEMENT; CONSTANCE HORNER, 

FORMER DIRECTOR, OFFICE OF PERSONNEL MANAGEMENT 

Mr. Stevens. Yes, I’ll certainly be very brief, Mr. Chairman, and 
boil it down to three centred points that we would like to make. 

First, ever since the creation of the competitive service in 1883, 
Congress has periodically updated its provisions in response to 
changing conditions. Despite the Civil Service Reform Act of 1978 
and some of the other measures that have been taken since then, 
the civil service as a whole is still viewed by many as burdensome 
to managers, unappealing to ambitious recruits, hide-bound and 
outdated emd over-regulated and inflexible. 

The National Performance Review seemed in its rhetoric to rec- 
ognize the need for a more flexible civil service system, but as the 
earlier dialog pointed out, the specific proposals have not been for- 
mulated, and those that have been floated have not really gained 
much enthusiasm on the Hill. This hearing, to us, is a welcome sig- 
nal that Congress recognizes the need for change. 

The second point is that it’s clear that todays leading private 
sector employers, as well as some Government entities, both within 
our States and abroad in the international context, are creating 
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personnel systems that diverge sharply from the Federal Govern- 
ment’s traditional approach, and if changes occur in the Federal 
personnel arena of the scope and depth that are already being ex- 
perienced in the private sector, tomorrow’s civil service will look 
very different from today’s. 

We explored these experiences in a 2-day symposium in GAO in 
April that we held at the request of Senator Roth, who was then 
chairman of the Senate Governmental Affairs Committee, and 
while the results of that are not quite yet published, they’re being 
reviewed by the participants, including my colleague, Mrs. Homer, 
here. 

We believe that will present for congressional consideration a 
new model of human resources management that is more decen- 
tralized, that is more focused directly on mission accomplishment 
and sets out more to establish guiding principles rather than to 
prescribe detailed rules and procedures. 

The new private sector approach has emerged in response to 
many of the same societal and economic and technological pres- 
sures that the civil service also is encountering. The emphasis on 
innovation, flexibility, and decentralization stems from the recogni- 
tion that organizations must adapt continually to change. Part of 
this involves acknowledging that employers cannot, and perhaps 
they should not, guarantee job security for the employees through- 
out the totality of their working lives. 

Regardless of the success of these new approaches in the private 
sector, whether they can or should be adapted to the Federal civil 
service will depend on what sort of civil service this Government 
wants, and this ultimately involves the fundamental policy calls 
that you in the Congress need to make. 

For example, we believe that a consensus exists that the current 
administrative redress system for Federal employees is weighted 
toward protecting employees amd their presumptive right to their 
jobs, rather than providing either a streamlined, inexpensive sys- 
tem for handling employee complaints or providing managers with 
flexibility to use discretion in directing the work force toward 
achieving results, rather than adhering to minutely detailed proce- 
dures. Ultimately, Congress is going to need to decide where it 
wants the balance between these competing objectives to fall. 

My third and final point is that if Congress does adopt a model 
like this and creates a more fully decentralized civil service system 
under which Federal employees do have more flexibility to manage 
their employees, it will still need to establish effective oversight 
and accountability mechanisms to ensure that the agencies adhere 
both to merit system principles that we’ve discussed today and to 
meet the goals that are established for agencies and their work 
forces. 

If Congress decides to further decentralize the civil service — and 
I would point out that 45 percent of people who are Federal em- 

E doyees are under alternative merit systems already today — we be- 
ieve that the need for guidance and oversight is going to grow, 
rather than diminish. 

Even as you eliminate prescriptive rules for agencies, you’re 
going to need to set measurable expectations by which to evaluate 
their adherence to established principles, to goals, and to outcomes. 
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Our view is that whatever Congress decides, oversight strategies 
for a more decentralized civil service should be developed before 
further decentralization is allowed to take place. 

I would be glad to respond to questions ^ter my colleagues’ testi- 
mony. 

[The prepared statement of Mr. Stevens follows:] 
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Civil Service Reform: Chan^ny Times rw^mand New Ap p yytflphfP 


Summary Statement by 
L Nye Stevens, Director 
Federal Management and Workforce Issues 


Despite both the Civil Service Reform Act of 1978 and the other measures taken since then, the civil 
service system as a whole is still viewed by many as burdensome to managers, unappealing to 
ambitious recruits, hidebound and outdated, overregulated, and inflexible. To be elective in an 
environment of rapidly changing public expectations, the civil service will need to keep evolving. In 
this regard, GAO makes three points: 

- First, ever since the creation of the competitive service in 1883, Congress has periodically 
updated its provisions in response to changing conditions. The goal of reform today should be 
to fashion a system that not only fulfills today’s needs but is also flexible enough to quickly 
respond to further demands as they unfold. 

- Second, it is clear that today's leading private-sector employers-as well as some government 
entities both here and abroad-are creating personnel systems that diverge sharply from the 
federal government's traditional approach. The new model is more decentralized, focused 
more directly on mission accomplishment, and set up more to establish guiding principles than 
to prescribe detailed rules and procedures. 

Third, should Congress adopt this model aiHi create a more fully decentralized civil service 
system under which federal agencies have more flexibility to manage their own employees, it 
will still need to establish effective overaght and accountability mechanisms to ensure that the 
agencies adhere to civil service principles and meet established goals. 

The new private-sector approach has emerged in re^onse to many of the same societal, economic, 
and technological pressures the civil sendee is now encountering. The emphasis on innovation, 
flexibility, and decentralization stems from the recognition that organizations must adapt continually 
to change. Part of this involves acknowledging that employers canno^^rhaps even should not- 
guarantee job security to their employees. 

Regardless of the success of these new approach^ in the private sector, whether they can or 
should be adapted Co the federal civil service will depend on what sort of civil service this 
government wants. Ultimately, this involves fundamental policy calls that are Congress' to make. 

If Congress decides to further decentralize the civil service-already, some 45 percent of federal 
workers are employed under alternative merit ^stems-the need for guidance and oversight will 
grow. Even as Congress eliminates prescriptive rules for the agencies, it will need to set measurable 
expectations by which Co evaluate their adherence to established principles and goals. It will also 
ne^ to establish effective oversight and accountabili^ mechanisms to ensure that agencies are 
?compUshing the desired results. 
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CIVIL SEXVICE SEFOBM: Changing TImea Demand New Approaches 

Mr. Chairman and Members of the Subcommittee: 

I am pleased to be here today to discuss some of the issues surrounding the future of the 
federal civil service. Calls for a smaller yet higher performing workforce are prompting a 
mstjor reexamination of civil service principles and practices. How far this effort will go 
toward producing fundamental changes in the system cannot be predicted, but if changes 
occur in the federal personnel arena of the scope and depth already experienced in the 
private sector, then tomorrow's civil service will look considerably different from today's. 
Ihe civil service is no stranger to change; it has been evolving since it was created. To 
remain effective in an environment of rapidly changing public expectations, it will need to 
keep evolving into the future. 

I would like to make three points: 

- First, the civil service is a work in progress. Elver since the creation of the 
competitive service in 1883, Congress has periodically updated its provisions in 
response to changing conditions. The goal of reform today should be to fashion a 
system that not only fulfills today's needs but is also flexible enough to quickly 
respond to further demands as they unfold. 
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Second, it is clear that today's leading private-sector employers-as well as some 
government entities both here and abroad-are creating personnel systems that 
diverge sharply from the federal government's traditional approach. The new model 
is more decentralized, focused more directly on mission accomplishment, and set up 
more to establish guiding principles than to prescribe detailed rules and procedures. 
Whether this new model can or should be adapted to the civil service is a question 
for Congress to decide. 

Third, should Congress adopt this model and create a more fully decentralized civil 
service system under which federal agencies have more flexibility to manage their 
own employees, it will still need to establish effective oversight and accountability 
mechanisms to ensure that the agencies adhere to civil service principles and meet 
established goals. 

THE CIVIL SEHVICE IS A WORK IN PROGRESS 

The Civil Service Act of 1883, which established the competitive federal service, was 
passed to replace a corrupt and outmoded spoils system, under which political patronage 
determined who worked for the federal government, for how much, and for how long. 
Over the years, Congress returned to civil service issues again and again, establishing, for 
example, the first civil service retirement plan in 1920, uniform job classifications in 1923, 
and standardized efficiency ratings (the precursors to performance management) in 1949. 
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In the 1950s, Congress instituted life insurance and health benefits programs. In 1978, it 
passed the Civil Service Reform Act (CSRA)-one more step in its continuing effort to 
create a professional, well-managed federal workforce in keeping with modem 
employment practices. CSRA was not intended to completely overhaul the civil service 
but rather to refine or modernize the system in several key areas, such as leadership 
(through creation of the Senior Elxecutive Service (SES)), staffing, performance 
management (including Merit Pay) and dealing with poor performers, administrative 
redress for federal employees, labor-management relations, and demonstration projects. 

The CSRA was passed 17 years ago. Since then, as the pace of social, economic, and 
technological change has increased. Congress has responded with fiirther refinements to 
the civil service. Congress created a new retirement system (the Federal Employees 
Retirement System (FERS)) in 1986; passed the Federal Employees Pay Comparability Act 
in 1990, putting into law the principle of locality pay; made changes to the Hatch Act in 
1993; passed the Workforce Restructuring Act in 1994, which, while downsizing the 
federal workforce, provided broader training flexibility to make federal workers more 
employable; and passed the Family Friendly Leave Act in 1994. TTie civil service now 
allows telecommuting, alternative work schedules, and flexitime, and it provides 
assistance with dependent care problems. Recently, the Office of Personnel Management 
(0PM) has loosened the rules governing the design of agencies' performance management 
systems and made it easier for agencies to design their own systems to deal with 
employee grievances. 


3 



68 


The point here is that the civil service has never stood stiU. Nor would it be typical of 
Congress, based on what we have seen in the past, if it were to stand pat on civil service 
issues today while the world of work outside the govenunent continues to change at an 
ever faster pace. We can expect Congress, for instance, to revisit many of the issues 
addressed by CSRA. While that legislation is widely recognized as a landmark in civil 
service reform, its accomplishments were uneven: Merit Pay (and its successor, the 
Performance Management and Recognition System) were failures; the SES succeeded in 
some aspects but fell short in others, such as the mobility of SES members; the redress 
system provides extensive protections for employees but is complex, time-consuming, and 
expensive; the poor performers issue remains a frustration. And despite both CSRA and 
the other laws passed and regulatory changes made since 1978, the civil service system as 
a whole is still viewed by many as burdensome to managers, unappealing to ambitious 
recruits, hidebound and outdated, overregulated, and inflexible. 

This perception was the main impetus for the National Performance Review's (NPR) 
recommendations for change in federal human resource management systems. A 
recurring theme in many of the NPR's reconunendations is that central control and 
regulation are utmecessarily hindering agencies' abilities to manage their employees, and 
that greater autonomy in such matters as determining the number of employees needed, 
recruiting and hiring, position classification, and performance management would allow 
agencies to establish policies better tailored to their own circumstances. 0PM has acted 
on some of NPR's 14 recommendations-by discontinumg, for example, its central 
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registers for entry-level professional and administrative positions-but others await further 
study and/or executive or legislative action. 

The NPR, of course, is not the only voice calling for changes in the civil service system. 
Throughout the govenunent-in the agencies, at 0PM, here on the Hill-prtictitioners and 
policy makers have pointed to problems in need of attention. The National Academy of 
Public Administration has been active in this area as well. There is general recognition 
that in one way or another, the civil service must be made more flexible in response to a 
changing environment. 

A NEW APPROACH TO MANAGING PEOPLE 

If changes in social, economic, and technological conditions have put pressures on the 
civil service, these same pressures are by now quite familiar to private-sector 
orgaiuzadons, which in recent years have had to deal with such issues as a more diverse 
workforce, heightened global competition, and steadying or declining resources. Many of 
these organizations have looked hard at their human resource management (HRM) 
approaches, found them outmoded, and turned to new ways of operating. 

In our contacts with experts &om private-sector organizations and from other 
governments both here and abroad and with labor representatives, academicians, and 
experienced federal officials, we have identified several newly emerging principles for 
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managing people in high-performing organizations-principles you may find relevant as 
you consider the future of the civil service. These principles came to the fore at a 
symposium we held in April of this year at the request of Senator William V. Roth, then 
Chairman of the Senate Governmental Affairs Committee. The 32 symposium 
participants, some of them representing large private-sector employers such as Xerox, 
Federal Express, and AT&T, told us that changing conditions made new thinking 
necessary, and the organizations that can best adapt to change-now and in the future-are 
the ones that will succeed. We will be issuing a full report on the symposium in the near 
future. 

Among the principles we distilled from the discussiotts are these: First, in today's high- 
performing organizations, people are valued as assets rather than as costs. They are 
recognized as crucial to orgartizational success-as partners rather than as mere hired 
help-and organizations that recognize them as partners invest in their professional 
development and empower them to contribute ideas and make decisions. Second, 
organizational mission, vision, and culture are emphasized over rules and regulations. A 
strong organizational culture with high standards for both performance and personal 
behavior can make detailed, prescriptive rules imnecessary. llurd, managers are given 
the authority to manage their people flexibly and creatively so they can focus on 
achieving results rather than on doing things "by the book.” They are held accountable 
for outcomes-for furthering the mission and vision of the organization-rather than for 
adhering to a set of minutely defined procedures. 
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This approach is built on allowing managers and employees the flexibility to innovate and 
make independent decisions-acting, all the while, within a strong framework of 
expectations provided by the organization's mission, vision, and culture. At the 
organizational level, this approach involves adopting a particular organizational structure 
because it supports the organization's mission, rather than because it conforms with 
structures that have been adopted elsewhere. Under this approach, "personnel" is no 
longer a function that is uniform from one organization to the next and no longer an 
isolated function within any organization. Instead, HRM activities are integrated into the 
business of the organization. By decentralizing and deregulating authority for HRM-for 
example, by delegating a considerable share of this authority to line managers-the 
practice of managing people effectively becomes the concern of the whole organization. 

This approach is a far cry from the civil service system's traditional emphasis on laying 
out both guiding principles and detailed rules of implementation. The new approach 
retains the former and drops-or at least deemphasizes-the latter. Leading figures in 
organizations that have taken this new path have told us they did so in response to a 
rapidly chattging environment and in expectation that rapid change will continue into the 
future. They said they need the flexibility to innovate and re^nd to changing internal 
and external expectations while still pursuing a clear mission, articulating a defining 
vision, and building a strong and supportive organizational culture. 
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The question arises: Can or should this new approach-based largely on private-sector 
experience but thus far applied to a limited extent in the public sector as well-now be 
adapted to the federal civil service? It is a complex question, involving, to some extent, 
the question of whether the government wants to treat its employees much as private- 
sector organizations do theirs. 

For example, the private sector has begun moving away from the idea that employers 
can-or even should-guarantee job security. Instead of "lifetime employment," the private- 
sector practitioners at our symposium emphasized "lifetime employability"-that is, 
preparing their employees for a fluid work life in which they must be prepared for 
periodic downsizings and shifts in the job nuurket This expectation that employees will 
come and go contrasts with the traditional expectations surrounding the federal 
employment system, which, after all, has been based on the concept of a "career" civil 
service. The government's traditional emphasis has been on retaining its employees for 
the duration of their careers, not on preparing them for moving from job to job. 

Yet signs have emerged that this is changing. FERS created a portable retirement system, 
in contrast with the older, career-based CSRS; the Workforce Restructuring Act mandated 
large cuts in a workforce that had thought itself largely immune to layofb; and as efforts 
are made to make the government more economically efQcient, new attention is being 
paid to using temporary, pait-time, or intermittent workers; contractors; and former 
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employees in new enterprises to do work that might previously have been done by full- 
time, career federal employees. 

My point is that the question of adapting private-sector HRM approaches to the civil 
service will depend, in large measure, on what sort of civil service this govenunent wants. 
The answer could have a profound impact on the ttature of federal employment and on 
the goverrunent's ability to retain, and eventually attract, the best employees. Ultimately, 
it involves fundamental policy calls that are Congress' to make. 

For example, a consensus exists that the current administrative redress system for federal 
employees is weighted toward protecting employees rather than toward providing a 
streamlined, inexpensive system for handling employee complaints. Judging by the 
number of proposals to revamp the system, there is broad agreement that the balance 
between resolving employee complaints swiftly and providing employees with the 
maximum due process needs to be shifted. In exploring the possibility of redesigning this 
system. Congress will need to decide where it wants the balance between these 
competmg objectives to fhlL 

In the classification area, many organizations are moving toward broad banding si^tems. 
These systems provide management with increased flexibility to use employees to meet 
critical organizational needs without being constrained by narrowly defined classification 
requirements. This can also result in flatter, more responsive organizations. However, 
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broad banding can result in increased costs, as employees move to the top of their bands 
more rapidly than in traditional classification systems. The impact of this cost needs to 
be weighed against the increased flexibility provided by these systems. 

ESTABUSHING EFFECTIVE OVERSIGHT AND ACCOUNTABaiTY 

If Congress decides to adopt a more fully decentralized civil service system-one under 
which federal agencies have the flexibility to tailor their personnel systems to their own 
missions and circumstances-the need for congressional guidance and oversight will grow 
in importance. 

Congress will need to decide upon principles and goals for the civil service-as today's 
civil service incorporates merit system, equity, equal opportunity, and other national 
objectives. Even as Congress eliminates prescriptive rules for the agencies, it will need to 
set measurable expectations by which to evaluate their adherence to these systemwide 
principles and goals. And finally, it will need to establish effective oversight and 
accountability mechanisms to ensure that agencies are accomplishing the desired results. 

In the matter of oversight and accountability. Congress should keep in mind that the 
current civil service is already highly decentralized and that current oversight is by no 
means urtiform. What is commonly thought of as the "civil service'-the federal civilian 
workforce subject to all the provisions of Title 5-comprises only about 55 percent of all 
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federal civil servants. Technically, this segment is known as the "competitive service," 
operating under the federal merit system. TTie other 45 percent of federal workers are 
employed in agencies or other federal entities-such as government corporations (like 
TV A) and quasi-govemmental organizations (like the U.S. Postal Service)-that operate 
outside Title 5 or are statutorily exempted from parts of it These workers, while all 
members of the civil service, are in the "excepted service" and are covered by a variety of 
alternative merit systems. One of Congress' reasons for establishing alternative merit 
systems for some federal organizations was to exempt them from the strict rules 
governing the competitive service under Title 5. Congress may want to consider 
examirting these alternative merit systems for ideas about how the competitive service 
could be made more flexible. 

Today, responsibility for the oversight of the decentralized civil service is split between 
0PM and Congress. 0PM has oversight authority for the competitive service, while 
oversight of the excepted service rests directly with Congress. If Congress chooses 
further decentralization, it will need to address its own role and that of OPM (or any 
central persoruiel agency) in ensuring that the principles and goals of the civil service are 
upheld throughout the federal government One path may be through annual oversight 
hearings specifically addressing the full range of HRM-related issues within each agency 
or organization. 
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Our view is that whatever Congress decides, oversight strategies for a more decentralized 
civil service should be developed before further decentralization is allowed to take place. 
Not only will effective oversight help ensure that agencies are adhering to civil service 
principles and meeting established goals but vmder the best circumstances it will also 
allow for information sharing, so that successfiil practices developed in one part of the 
government can be brought to the attention of others. 

In closing, Mr. Chairman, we feel that to reexamine the civil service in a changing 
environment is both grounded in precedent and a fundamental congressional 
responsibility. In fact, ensuring that American taxpayers get the best government for 
their money requires it. 

This concludes my prepared statement, Mr. Chairman. I would be pleased to answer any 
questions you or other Members of the Subcommittee may have. 
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Mr. Mica. Thank you, Mr. Stevens. We’ll get back for questions 
in a minute. We’re going to recognize Mr. Devine next. 

Mr. Devine. Thank you. I have a report I prepared for the Herit- 
age Foundation that is my formal testimony. I would like permis- 
sion to have that admitted. 

Mr. Mica. Without objection. That will be part of the record. 
Thank you. 

Mr. Devine. Thank you, sir. I’ll just be very brief. It’s interesting 
listening to the discussion today. 

Mr. Mica. Would you pull the mike up? We don’t want to miss 
a morsel of this. 

Mr. Devine. It’s interesting how little the issues change. I re- 
member when my predecessor, who was also my professor at grad- 
uate school, Alan Campbell, reformed this civil service in a way 
that seemed to me, then outside, to be a dramatic new reform of 
the Federal Government based upon a model that made sense. 

I was very enthusiastic about it and never had any idea that I 
would end up implementing most of it; since he set it up, but didn’t 
have the time to carry it out. I think it was a good experiment. I 
think it worked well in the beginning; but it’s terribly difficult to 
sustain the kind of model that was set up by the Civil Service Re- 
form Act. I think some of the comments made in the previous panel 
are very valid. 

The old hierarchical system — which. I’ll disagree with one of the 
panelists there — was not created by the private sector, but, as Max 
Weber said, it was created by Government and was adopted by the 
private sector. Today the hierarchical model is truly outmoded. 

To choose between the Civil Service Reform Act system and some 
of the things that the administration is talking about — ^like pass- 
fail and weakening management rights, giving significantly more 
powers to labor-management committees, limiting the fiexibility of 
temporary employment — ^if I have to choose between the two, I 
would clearly choose the route of the Civil Service Reform Act. 

But I do think it’s time to move on to a new model in the Federal 
Government and one that is more appropriate to modem times. 
But, again, I would like to respectfully disagree with one of the 
previous speakers, who used Japan as the new model. 

I would suggest that we take a close look at Japan and see Japem 
is in a very, very serious economic and management situation. The 
people I’ve talked to there seriously don’t think they’re going to be 
out of it for a decade; and it’s because they also have this single 
hierarchical model, in fact, much more so than the United States. 

The model that’s succeeding, both in the United States and 
around the world, is a model of contracting out, of using other com- 
panies, especially small companies, to perform major functions. All 
of the major large businesses in the United States, sure, they’re 
making changes within their own management structure, but the 
main thing they’re doing is contracting work out to small business 
outside of their own employment. 

I’m not talking about Government. This is the private sector. 
Ford, General Motors, General Electric, you name it, they are con- 
tracting out to others, and the reason is because those people can 
concentrate on a single part and master that particular product or 
process. 
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I believe that the Federal Government needs to adopt a new 
model instead of the triangle-hierarchic model, one I call a core, 
spoke, and rim model. The core should be a highly paid, highly 
skilled, upper status, upper-graded group of core Federal managers 
whose job is basically to manage contracts on the outside. With 
that kind of Federal employment, then you can have tremendous 
flexibility. 

Again, a lot of the decentralization the administration is suggest- 
ing, I would oppose vigorously under the present model. But if we 
had a model of a small, highly skilled group that was evaluated on 
strong performance goals with high bonuses for getting jobs done 
right, that kind of system we could decentralize dramatically, and 
I would recommend that. So the core should be this relatively 
small, skilled group whose main job is to supervise contracts. 

The rim is the contractors. It should be, and in fact is today, 
most of our Federal employees or people who do work for the Fed- 
eral Government are contractors or State Government employees, 
about 6 to 1, probably, although we don’t have any accurate figures 
on this. Most of the work is done outside. 

Then, in the middle, the spoke is temporary employees, so that 
when the work must be done in the Government, it can expand to 
meet the problem, but with temporary employees, make it easy to 
downsize again when the need goes away. 

One of the elements of the administration’s last series of reforms 
I object to most, people think I’m crazy, because it’s such a minor 
thing, is making temporary employees basically permanent employ- 
ees of the Government. 

It seems to me that’s precisely the wrong direction to go in, that 
we need to have more flexibility for temporary employees in the 
Government with less benefits and easier to separate and to worry 
less about getting rid of bad performers, because a temporary, it’s 
a lot easier to do that than it is with this core, which probably, 
under the circumstances, the Government does need special protec- 
tions, because of the strange nature of this system. 

So I would argue that the thing Congress needs to do most, as 
we go through this significant downsizing, is for Congress to set 
the priorities for what the Federal Government is going to do. I 
think that’s the most exciting thing going on anywhere in the 
world. As Congress is deciding what functions are for the Federal 
Government and the States and the private sector, as they go 
through that process, they also need to look at the management 
side. They need to move toward this model, which I think is the 
future of the private sector and the only possible way that the Fed- 
eral sector and Government can hold its head up and say: “Yes, 
we’re doing a great job. We’re Federal employees. We’re proud of 
it for a change,” instead of having to apologize. Under a proper 
model, I think Federal employees will be able to say that. 

Thank you, Mr. Chairman. I would be pleased to answer any 
questions later. 

[The prepared statement of Mr. Devine follows:] 
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X Weaken policies on hiring. iMoinocing. and rewarding federal employees based on 
individual merit and pe r for m anee. 

X Eliminate presidential standards for job performance, reducing the President’s 
authority to direct agertcies and weakening effective control over the executive 
branch. 

X Enhance federal agency and unkm control over setting salary levels, leading inevi- 
tably to abuse. 

X Weaken long-standing **veteraiis’ preference” startdards for men aiul women who 
have served Americk in the armed services. 

X Create a new role for federal unions that would undermine ntanagement authority 
for defining and assigning work and lead to a more irresponsible federal bureauc- 
racy. 

Rather than adc^ these regressive proposals, Congress should take the initiative and re- 
ally reinvent govermnenl using principles of sound management. That means Congress 
must begin by defining the con re^XKisibilities of the federal govemmeni and then act to 
strengthen management systems at the federal level for the remaining functions. As manage- 
meot authority Ftter Drucker observed in a February 1995 Atlantic Monthly article, the 
most impcKtant part of “really” reinventing govemmeot is to define its proper functions. 
Specifically, Congress should: 

Devolve power to the states. Congress should decide which of the federal govern- 
ment’s existing functions should be retained and devolve the rest to state govern* 
meats or the private sector. If new Members are serious about revitalizing the Tenth 
Amendment to the Constitution, which explicitly reserves all ixm-delegated powers 
“to the States respectively, or to the per^le," th^ can do nothing less. 

✓ DcfirM agency missioitt. Fcm- each function retained for direct supervision by the 
federal govereinntt. Congress mist spteMy a mission that is single enough to be 
performed in a rational manner whh the resources available. 

✓ Privatize g overnment functlona. For these remaining functions, the existing Of- 
fice of Management and Budget (0MB) A'>7d cootracting system should be revised 
so that agencies can provide plans to compete against private bids for relevant 
agency work under a new coa^tetition procedure. 

✓ Protect the merit system. The Office of Personnel Management (0PM) should 
prepare an A-76 axnpetitioo plan for Hs own operatioas, privatizing but also ensur- 
ing its ability to provide leadership and {notect the merit system, and then submit its 
proposals to Coogress for review. In the meantime. Congress should repeal the 
Ramspeck Act. which allows congressional staff to circumvent the cmnpetitive hir- 
ing process and burrow into the civil service. 

✓ HtabBsh respomfcmy. OPM should create a model “core-spoke-rim” organiza- 
tion to provide fuidaooe in agency unpkmentatioo, includmg effective contract su- 
pervisitm and management leadership, and should report to the President regarding 
agency p ro g re s s towwd this goal Moreover, Congress should refrain from cutting 
die nunjber of presidential iqipointees in the federal govemmoit. thus undennining 
the PreskJeot's authority to ^ipoitit his own people to cany out his agenda. Political 
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appointees, not career civil servants, should be held accountable for Administration 
policy. 

✓ Clarify rules, 0PM should be ordered immediately to produce management guid- 
ance for an attrition-first government personnel reduction policy, including a possi- 
ble personnel freeze and procedures to protect the pension system from any abuse 
of early retirements and buyouts. 

✓ Re-establish merit selection. OPM should be ordered to revise the Uniform Guide- 
lines for Employee Selection Procedure to comply with the law on equal opportu- 
nity and merit selection. It also ^louid be required to submit these revised guide- 
lines to the court and to revise all euuninations to ensure compliance. 

✓ Make hiring rational. OPM should maintain central and open administration of 
common-function occupations for efficient hiring, in addition to overseeing classifi- 
cation and performance management while continuing the general Carter-Reagan 
policy of dmntralized management and centralized oversight. 

✓ Re-establish pay for performance. Congress should reinsdnite a management-di- 
rected pay-for-p^ormaooe sy^m — this tipie for all federal employees and fo- 
cused on contract management — that preserves the Carter-Reagan system of respon- 
sible political and career executive direction and control, as well as appropriate em- 
ployee consultatitm. 

✓ Rationalize federal bene fi ts. OPM should be ordered to prepare a series of op- 
tions for refwm of the government's compensation struenue, including making pen- 
sion and other benefits more portable and competitive. 

✓ End duplication. 01^ should be ordered to prepare a plan to eliminate the dupli- 
cate grievance system (insofar as possible), leplatt it with a single merit system, 
abolish ^ifxopriaie supporting institutions, and reassign any affected personnel. It 
should prqMre a plan to sin^lify the appeals process by consolidating the cases, 
fimetions, and st^ of the h^t Systems Proi^on Board, the Pedenl Labor Rela- 
tions Authority, and the federal government oversight responsibilities of the Equal 
Eaqrloyment Opportuni^ Commission. 

✓ Stop Clirrton's devaluation of mana g ement retpontHdlity. Congress immedi- 
ately should ovenuk President Clinton’s Executive Order 12S71 devolving essen- 
tial management ce^Mosibilities to labor-tnanagemeot committees. This might be 
accoaq)Ushed most suiq>]y through an appropriations rider. 

✓ Consolidate the fnanagement of federal resources. OPM should be ordered to 
piepsre a plan to consolidate the Office of Management and Budget (OMB), OPM, 
and the GeoenI Services Administration into a new Office of Management, and to 
submit this plan to Congress. 

Making government accountable to federal Unions 

The Clinton Administration began its ‘^reinventing governmenr campaign by announc- 
ing that it had cut thousands of pages of red tape by dismantling the FederaJ Persomel 

Manml (PPM). The FPM was a repository of laws, rules, and nunagement guidance for the 

federal wockfooe, put in one place for easy ref e renc e at low cost. Now even Congress can- 
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not obtain a complete copy of all personnel regulations and guidance. Personnel officers 
confide that they have hidden their old copies for personal, presumably secret reference. 

But what happens when this generation of management experts is gone? Despite all the me- 
dia hype, this most publicized Clinton “reform** is merely a revealing example of counter- 
productive news-release management. 

“Reform** is no guarantee of improvemeni. Reorganization can, and often does, make an 
organization weaker and less efficient. A Cabinet agency can be eliminated simply by shift- 
ing its functions to another department, but the result also can be even more ruinous, con- 
fusing, and costly regulation. Similarly, downsiang can save or cost the taxpayer money, 
depending on how much is contracted out and how many personnel are separated — and on 
what terms. And while devolving functions to local governments usually is more efficient, 
decentralizaticm cannot be depended upon to have this efTeci if it merely buries decision- 
making deeper within a single large bureaucracy without any other rationale. 

For President Clinton, “reinventing gowmment** presented a serious political problem 
from the outset. The Administration wished to make government more efficient and reduce 
personnel, but it had relied on the federal employee unions to get elected and could not af- 
ford to alienate them.^ It was clear that these unions could not support, or even ignore, a 
proposal to cut 252.000 personnel slots unless they received something very valuable in re- 
turn. 


Contrary to the Administration’s own staff recommendations, which were overruled per- 
sonally by Vice President A1 Gore, the White House decided to give the unions equal power 
with management in “labor-management councils’* that would osake the major management 
decisions in agencies of the federal goverameni. In addition, it was proposed originally that 
the unions be given an involuntary dues checkoff ffom federal employees — without even a 
requirement fm* representation elections. While the White House was forced to retreat from 
the second proposal, the first was codified in Executive Order 12871. issued in 1993. mak- 
ing the unions “full partners** with management in the assignment and classification of 
work and creating UdMr-managemeni committees to enforce this throughout the govem- 
rtteot. A pr e sidential “partnership council" of union and Administration officials was cre- 
ated to rnake further feccHnmendations. including the proposal for involuntary dues collec- 
tion and uni<Hi representation by card submission rathn than by secret ballot. 

Following the 1994 election, the Whim House resurrected the council's recommendations 
as part of a “New Democrat" initiative to refc^ the bureaucracy. A leaked draft proposed 
removing “dead wood” personnel and giving ag»cies more “fl^bility” over job classifica- 
tion. pay, luring, and performance management decisions to increase e^iciency. No doubt 
in recognition of the new Republican m^orities in Congress, the involuntary uni<m dues 
and caid-submissioo plans were shelved and the more appealing proposals highlighted. 


3 For exanpk, the CliiMoa AdmiaisMNa cupported Am lepeel of hey previnoo* of Ihe HMdt Act, which prohibited civil 
servanti hom gettiBf ectivety iawrivcd is pwriies pditki. See Robot E. Moffh. “Guttinf ifae Hoch Act; Congrcu'i Ptoi to 
Re-Pc4itici>e the Civil Service.*’ HeriOfe Fotmtacnn /rair Sstlerte No. 180, July 6. 1993- 
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CLINTON’S PLAN TO REINVENT GOVERNMENT 

In January 1995, the Clinton Administration released “draft specifications" for proposed 
legislation to implement the National Performance Review (NPR). The draft generally fol- 
lowed the National Partnership Council's recommendations to reinvent the “Federal Gov- 
ernment's human resource management (HRM) systems and processes." Final recommen- 
dations issued in May were diluted further in an effort to prevent dismissal of their cote ele- 
ments by a Congress now controlled by the other political party. 

The Administration's recommendations certainly would "reinvent” government as tax- 
payers have known it. But would they make government be iiMMe or less efficient end ac- 
countable than it is now? The following dtscussion analyzes the executive order (the only 
part actually implemented) and both the draft and final recommendations, the latter because 
they are now before Ctmgress and the former because they presumably still represent what 
President Clinton would submit to a Democratic Congress in the event oite is elected in 
1996 and be is still in the White House. 

Undermining the Hiring System 

The law on hiring in government is precise: “selection aitd advancement should be deter- 
mined solely on the basis of relative ability, knowledge and skill, after fair and open compe- 
titi<Mi which assures that all receive equal opportunity 

While this rigorous legal standard is often skirted in practice, the Clinton recommenda- 
tions would legitrinize present questionable “examinatioQs" and encourage irew ones that 
imprope r ly use other consideratioas. Agencies would have the explicit power to appoint in- 
dividuals noQ-coQ^Ktitivdy to any positions designated by the Director of the Office of Per- 
sonnel Management as “shortage" positions or as requiriirg “exceptional qualificatioiu." 

Government unions long have sought to bargain over so-called crediting plans ar»d to re- 
place legally established knowledge, skills, and ability criteria (KSAs) with seniority or 
“qualiftcatrons" or on-paper educational attainment criteria. Ethnic and geiMler affirmative 
action criteria have boM used for years to skirt merit sekctioD requirements. Under the 
Clinton proposals. 0PM would set minimum standards — which the CUoton draft proposals 
specifrcally provided and the final ones imply — that agencies could “augment." allowing 
these ocher criteria possiUy to dommate the KSAs. 

The draft proposals would have allowed agencies “to detennine appropriate evaluation 
methods, announcements, and other processes." and even “when tbi^ ne^ to armounce 
jobs," thereby eliminating procedures that allow for open competition. This would effect a 
long-time gorU of the federal urrion leaders: to give fiiii coosklention (“sequential coniid- 
eratitm") to membos of dieir own bargaining units rather than allow open competition 
among all American citizens who apply, as called for under present law. 

Most seriously, die final Qinton proposals would provide an alternative ranldog process 
under which candidates for positioas could be placed in “quality cat eg orie s " based on lev- 
els of qualificadons rather individual scorea. This dilutes rdative ability rankinp and 
undermines selection based on individual nmit Veterans also would be pla^ within these 
quality groupa, with the individual protectioos to which they are now eotitied ac- 

cordingly. 
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Veterans' preference in hiring and promotion would be diluted further under the recom- 
mendation b^ause individuals in other disabled categories, including alcoholism, drug de- 
pendence, or mental depression, would be given the same preference as those who have 
borne the brunt of battle in military service. For lawyers, it would be eliminated entirely. 
The greatest complaint among veterans organizations is that federal agencies do not follow 
the 0PM regulations on preference closely enough. This situation would be aggravated, not 
helped, by devolving the examination process furUter to the agencies and placing individu- 
als in group categories. 

A second set of proposals under the hiring secti<m would reclassify temporary appoint- 
ments as “nonpermanent." Such employees would be placed under union grievance proce- 
dures (after one year), would be allowed an advantage in competing with outside applicants 
(after two years), and would receive fully paid health insurance and retirement coverage (af- 
ter a year) and within-grade increases (as earned). The practical effect would be to remove 
many of the flexibilities and lower cost aspects of temporary employment and nuJee it less 
attractive to hire temporaries. 

The stated purpose of hiring reform is to streamline the government's "highly centraJ- 
ized" system. The recommendations are portrayed as decentralizing authority to agencies. 
But hiring for 8S percent (over 700) of the government's examinations already is decentral- 
ized to the agencies, except for so-called common-function appointments. The final recom- 
mendations would allow these also to be decentralized even though they are less costly, and 
can be fairer and more effective in determining merit, when administer^ by a central 
authority. 

The Clinton hiring initiatives thus would promote the appointment of individuals to posi- 
tions without the competitive KSA examiflaxions required by law, would weaken individual 
merit as a principle in civil service i^ipointmeats by grouping candidates into “quality cate- 
gories," would erode the existing special appointment status for veterans, and would limit 
the flexibility of temporary appointmeDts. ^me erther technical recommendations could be 
enacted — including one exteo^g the probationary period up to three years — but the pro- 
posed reforms hardly would reinvent merit hiring is any positive sense. 

Decentralizing Oassifleation Authority 

The Clinton reforms would give 0PM, federal agencies, and unions substantial control 
over pay. reducing the authority of Congress over this critical personnel matter. 0PM 
would be directed to esublish its own criteria for pay classiflcation. thereby abolishing any 
statutoiy definition or control. OPM would set criteria to “broadband" existing grades, but 
agencies could implement their own systems without prior approval from any central source 
— except, apparently, a labor union through the labor-management councils established by 
the executive order. On the positive side, the recommendations would make currently auto- 
matic "periodic step” (within-grade) utd "additional step” (quality step) increases contin- 
gent upon performance, although agencies would base their individual pay decisions on per- 
fonnance appraisals developed by the labor-management councils. 

OPM’s power to revoke agency classiflcation authority when abused by management 
would be repealed, as would the requirement that it review the classiflcation of positions, 
except when such review is request^ by the employee. In other words, unless OPM itself 
desu^ to undertake a review, it probably wo\dd be done only to increase the pay grade of 
an employee, since no one oorroally complains about receiving too high a salary. OPM 
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could still review systems for compliwce — but only to direct corrections, not to force them. 
With OPM relieved of the obligation to assure quality, there would be less supervision of 
compensation and a vastly increased potential for abuse. 

The practical effect of the Clinton classification proposals would be to transfer authority 
over pay increases (other than across*the-board gener^ pay) from Congress and the Presi- 
dent to agencies and their unions. Each agency undoubi^y would create expanded internal 
reviews and additional control systems, thereby also creating a need for more staff. The 
President, OPM, Congress, and the taxpayer would be asked to tiiist the agencies with pre- 
cisely those decisions it is most in ttreir interest to abuse. 

Eroding Performance Management 

All |»esidentia] or other government-wide sundarxis of job performance would be elimi- 
nated under the Administration's plan and replaced with performance standards bargained 
between agency management and unioos. Collective bargaining would be imposed not only 
for the design of wotlt plans for all employees, but also for setting what work is expected of 
each individual, determining whether those standards are met, and establishing how the 
work is to be assigned. Agencies would be required to create award programs to provide in- 
centives for individual or group achie^wlDents, with the nahtre of the awards process also 
determined by collective bargidoing. 

The proposed reform m<»t heralded by the Clinton Adminisiration would allow agencies 
tenqmnuily to reduce the pay of po(V pc^cvmefs for a period not to exceed 120 days. The 
hidden agenda lies in an innocuous-sounding proposal to ^dual track" actions 

against poor performers, ending performaxtee removals (under Chapter 43) and allowing 
only diMiplinary-actiofl removals (under Chapter 75). ooe change would vitiate the 
performance management reforms of the QviJ Service Rtfbnn Act of 1 97S, the whole idea 
of which was to introduce a fair but management-detenmned procedure (subject to appeal) 
to allow removal or denial of pay iacreases fre* poor perfoimance without having to lesoit 
to more draconian, donanding, and cuinbenome fHoceduiee (including labor grievances 
and appeals). 

This reform would undermine the ability of the President or his representatives to man- 
age the executive branch. If th^ cannot set broad rules, they cannot set general manage- 
ment policy. The proposed change would not return to the jiomi quo ante. It would impose 
collective baigaiiuog not only over the standards of work to be pc^ormed by eixq>loyees — 
adtich some might acc^ as reasonable — but also over the performance of the work itself 
and all disciplinary procures under it U would realize b law the promise President Clm- 
ton made to the labw leaden b his executive reder that unions wc^d be "full partners" 
with career managers m marutging the federal govenunent. For all practical purposes, the 
President, his (op appobtees, and Congress would be relegated to ^ role of outside ob- 
servers. 


Weakening Management Righb 

The number one goal of federal union leaders has been lo weaken the strong "manage- 
fiwait rights" section of President Jimmy Carter's Civil Service Reform Act of 1978. The 
Clmton proposal would aiiminaie botfa the "permissive" right to decide appropriate staffing 
levels and the oorolUry right to decide bow work is to be performed. The executive order 
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simply directs miuiageinent not to exercise this right; the proposed change in law would 
elis^ate it as an option for any future President. 

The management rights provision of cunem law would be replaced with a “good govern- 
ment standard” under which agencies are “<^ligated to bargain collectively” over how all 
work is to be performed in the federal government (including much of Congress). The ex- 
ecutive order would establish labor-management “partnerships” throughout government, as 
well as a government-wide National Partnership Council, and would create an agency-level 
partnership council of management and unions “lo develop agency policies and regulations 
affecting conditions of employment that are binding on agency components and bargaining 
units subordinate to the council.” Urtder the draft, appeals to any “statutory third party” 
would be disallowed; decisions of the joint labor-management councils would be final. 

Clearly, under the Clinton proposals, labor-management councils would make the major 
management decisions. Management, even for such essential functions as how many em- 
ployees are to perform wwk, bow they are to be compensated, and bow the work is to be 
performed, would be by coounittee. It is difficult to see how this would improve efficiency. 

Limiting Presidential, Congressional, and OPM Oversight 

The role of the President and his managerial right arm, OPM. under Clinton's proposed 
reforms is ambiguous. While one of the imncipal stated proposals is decentralization of 
management authority from OPM, the agency would retain some type of oversight author- 
ity. Indeed, under the alternative personnel systems proposal. OPM alone would have the 
power to approve even systems radically difrerent ftoro the one contemplated by the pro- 
posed new law. It would be obliged only to “notify” Congress of departures from the pre- 
sent proposals, although any change would have to be requested first by a labor-manage- 
ment partnership agreement. 

Under the OiiitoQ proposals, OPM cemki Mder c<»rective classification action but no 
longer could revoke the authority. In other words, an agency could continue classifying 
while not in compliance. OPM's only enforcement power would be informing the Presideni 
of violations “involving agency heads and directing corrective action.” Thus, while the ef- 
fective power for personnel dMisions would be exercised by labor-management commit- 
tees, the responsil^ty would still rest with the political appointee heading the agency, en- 
forced by the President. 

The President's OPM Director could try to persuade or dissuade agency heads, but none 
of them would have the power to overrule toe labor-managerocnt committees. Nor would 
OPM, the President, ae (under toe draft) any ocher “statutory third party.” The only enforce- 
ment would be for toe Chief Executive to remove his agency bead from office. 

Unable to order agency compliance, or even to set prior presidential standards for per- 
formance, the OPM Director would be ignored-^xcept by an annoyed President, notified 
when the abuse reached the level of a political crisis involving the resignation of a top offi- 
cial, or by an aroused Congress looking for a scapegoat Neither Congress nor the PrKident 
would be able to bold responsible the labor-management commiticcs making the real deci- 
sions. 



87 


How TO Achieve real Reform of government 
Management 

A refonn supposedly meant to create “high perfonnance government” thus would pennit 
unions and management councils lo make the major decisions without having to shoulder 
any responsibility — and at the expense of those with legal responsibility for performance 
and oversight. Instead of reinventing govemmenu Clinton's proposal would make things 
worse by transferring leadership to commioees and unioiu and assuring weak executive 
leadership. Management expert Peter Dnicker argued as early as 1985 that building “en- 
trepreneurial management” into public institutions may be foremost political task of 
this generation.” Tte Administration's proposal ignores this challenge to improve en- 
trepreneurial performance. Instead, it builds more bureaucracy. 

Given the strong public support for more efficient and more accountable government, it 
would be a breach of Congress's oversi^t responsibility to accept President Clinton’s radi- 
cal plan simply to appease union leaden. The Clinton refonn would make the task of man- 
aging the bureaucracy even more difficult. Membere of Congress therefore must provide an 
alremative that really reinvents govenunenl.To do so. however, they must master the de- 
tails of bureaucratic administration, especially when “reformen” use terms in ways that con- 
found common undecstanding. For example, “decentralizaiioa'' perfect sense in the 
private sector because the profit-and-loss bottom line clearly signals whether devolution 
has gone too far, endangering profitability ot even survival. Devolving functions to stale 
and local govemmeitts also makes sense because local voters can son out the details more 
easily and fire elected lower-level officials if things go wirag. 

But decentralizing personnel management decisions usually just shifts them further away 
fiom executive and coogressionil oversight. Geoenlly, it creates less responsibility, not 
okare. Labor-managetzKst councils, quality circles, and group management ideas can be 
used in government, but only in timi^ ways and far less than is possible in the private sec- 
tor. These metiiods can increase quality, but they have the offsetting cost of delaying deci- 
sions. Only the knowledge that profits are thrt^ened forces a decision in the private sector, 
and that decision is made ultinuoely by top management, not a committee. In government, 
with DO profit meebanism to limit delays, a culture of inettia becomes the role. 

Back to basics; the principles of real government 

REFORM 

Government is very different fiom the private sector. In his classic work Burtaueracy, 
the great Austrian ecooomuti Ludwig voc Mises showed that government management is 
more difficult precisely because goverojaeal lacks the price system and bottom line that 
force action in a maifaS.^ Prices can simplify cmnplex problems by reducing them to ooe 
ov^ding question: Is die unit a profit? But govenunent has no such simplifying 
device. It is therefore essential to underst^ the dilfeiait management principles required 
for goveroment administration. 


4 Ludwig von Mixes. A(r«ttrnK><N«wltachcUe,N.Y.: Ariiogton House. I969).Thew(«kw»|NibliBhcdorigtMlly Id 1944. 
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Principle #1: Keep the mission simple. 

In 1971, responding to desperate pleas for assistance following massive loss of life and 
property in a series of hurricanes in the 1940s. the Army Corps of Engineers had turned 
103 miles of meandering, mosquito>infesced Florida swamp, the Kissimmee River, into a 
56-mile canal system that protected local citizens from floods by utilizing the most modem 
eletnronically operated locks available to engineering science. 

Eleven years later, in 1992, Senator Bob Graham (D-FL) threatened President George 
Bush with the loss of Florida's support if he did not agree to re-route the Kissimmee canal 
back to the original “river" at a cost of almost half a billion dollars. And who was to do 
this? The same Corps of Engineers, which understaivdably did not like the idea of destroy- 
ing its masterwMk canal and turning it back into a swamp. 

1 97 1 was the era of “can-do government," and the Army Corps of Engineers was the gov- 
emmenrs best. Only the Marine Corps, Federal Bureau of Investigation, Social Security 
Administration, and Forest Service were in the same league. All had mastered what James 
Q. Wilson, professor of management at Harvard University, would identify as the essential 
ingredient for administrative success in government: a single, clear mission with an imagi- 
native leadership dedicated to that mission. Government woiks if it keeps its mission sim- 
ple and continuously drives that simple message home to a cadre of dedicated employees. 

Each of these agencies had an unambiguous sense of mission its founder made 

certain that his legacy was ingrained in his trot^ and communicated to all new recruits. It 
was, as'Wilson stated in his book Bureaucracy, "as if they felt the ghosts of Sylvanus 
Thayer [Cwps of Engineers], Arthur Altmeyo (Social Security Admioistratim] and Gif- 
ford Pioehot [Fcuest Service] looking over their sboukters."^ Like the other two — J. Edgar 
Hoover (FBI) and Commandant John Russell (Marine Corps) — they made govenunent 
work. 

In the intervening two decades, government missions have become enormously more 
complex. What made the Corps of Engineers effkient was the ability of its single-minded 
engineering mission to withstand changes in the political wind for over half a cenuiry. What 
made it great was its pride in creating engineering masterworks. When the poliucal fashion 
changed from dams, hydroelectric power. c«[ials. and flood prmectioA to environmentalism, 
it was clear that the mission would have to change. But good government management re- 
quires simplicity of missioci. and the Corps is cracldng under the ambivalence created by 
trying to absorb environmentalism into its engineering ethos. 

The same is happening to the other elite agencies. The Social Security Administration 
(SSA) was unmatched when it processed claims for elderly Americans; when Congress 
gave it supervision over disability, its “pay benefits os time and accurately" ethos broke 
down. Deciding bow old one was and wbetber one had contributed to Social Security were 
simple matters, but evaluating medical evidence was often subjective and very diffxmli. 
Giving checks to s<Hne and not to others seemed unfair in the SSA culture. 


5 Jama Q. Wilson, AiwT««frac>.- What CovrnvfvMacrfuiMriomrf Why 71keyZ>oh(NewYoft: Blue Books. 1999), p. 110. 
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Government foresters were fine at mana^g their domain until economists, engineers, 
and conservationists were forced into the Forest Service by Congress, bringing with them . 
different definitions of *Yorest yield" based mi their own conceptions of "good" forest man- 
agement The result: divisions were crewed that confused the Forest Service's mission and 
restricted its performance. 

Even the FBI's ethos of clean, professional, and straightforward investigation was trans- 
formed as the Bureau was pushed more into drug, mob, and gang investigations, all of 
which require difficult undercover WMk and unorthodox methods. The result: the bloodshed 
at Waco and Ruby Ridge. 

The paradox is that libenls in Omgress and elsewhere who wish government lo do all 
good t^gs are the ones who destroy its al^ty to do so. Government can work efficiently 
only when relatively few things are assigned unambiguously to a few institutions with suffi- 
cient esprit de corps to do them well. Because the Founders understood this, they created a 
system in which responsibility was div^ed between levels and branches of govemmuit. 
and between private and public secu^s, so that the work of society could be administered 
mwe effectively. 

Principle #2: Keep national functions national. 

American government has strayed far from federalist roots. Beginning with President 
Woodrow Wilson's Fair Deal, and during World War I, an expert federal bureaucracy was 
created that has continued to expacul hs powen. A temporary weakness in state govenunent 
and business finanoes during the Deprearion era of the 193Ck led to President Pnnklin D. 
Roosevelt's New Deal and its dramatic expansion of the national government's position as 
the preeminent sector of American society. With President Lyndon B. Johnson's Great Soci- 
^ in the 1960$, the national government was ^tending alm^ one-quarter of the nation's 
toad wealth and exercising reguluocy control over almost every aspect of the economy and 
society. 

Even bef<Me (he 1994 election, a serious public reaction was developing. Veteran Wash- 
ington Post columnist David Broder noted that “fedonlism issues are back on the national 
agenda in a serious way." Govemors were bargaining with the President and congressional 
leaders in a way not seen in years, if ever before. The origina] federalist idea was to specify, 
primarily in Attick L Section S of the Constitution, the powen of the national government 
and to l^ve the rest (o the st^ or to the people. That idea, specified in the Tenth Amend- 
ment, largely dis^ipeaied finm court decisioQS after the 1930s but now seems to be under- 
going a serious revival that extends into actions of the post- 1994 Congress and even into re- 
cent court deciaons. 

The discussion on welAue policy reform, for example, has changed dramatically since 
the 1994 electioa: Now both political parties are outbidding each other to show tl^ desire 
to decentralize power. Thoe are serious proposals to transfer many of the major welfare pro- 
grams, such as Aid to Faoulies with Dependent Children (AFDQ, public bousing, and even 
Medicaid, to the states. Meodters of Congress, and even the President, are reevaluating 
which functions should be perfeamed by the national, state, or local governments and which 
should be performed privaidy. based on constitutional grants of power and a ratimial 
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divisioo of labor 

Functioos properly performed by che states should be transferred back to them, together 
with a cor reg t o ndi n g federal ioeome source. Devolution to the states, and through them to 
local communities and the private sector, promotes efficiency by suiq>lifying the work. 

Both the traditi<Mial constitutional grant a^ James Q. Wilson's modern administrative logic 
suggest that nadotul functions be limited so that they can be pe r formed well. In a complex, 
interdep en dent world, it is essential to de-coosnuct large bureaucratic str u cture s , in both the 
public and the private sectors, to keep them from being overwhelmed by red tape. 

Principle #3: Get terioui about privatization. 

Ctece the new, streamlined national government's functions are set, a budget can be de- 
vised and decisions can be made regarding what should be done by govermnent employees 
and what should be contracted out to the private sector. Governors and ouyors across ^ 
United States recognize the reduced costs, greater efficieDcy, and improved management 
that flow from oontractiog work out to the private sectm and utilizing odm^ fcrms of privati- 
zation. Heritage Foundation analysts have identified hundreds of billions of dollars in fed- 
eral assets that could be put to more efficient use in the private sector while increasing fed- 
eral revenues.^ 

Still, unlike chief exeaicives at lower levels of goveniment or leaden in other 

countries, no recent U.S. President has given contracting out and other forms of privatiza- 
tion the top-level anentioo they must have in order to prevail against the predictable resis- 
tance of bureaucratic interests. The current U.5. program exists as a neglected backwater 
within the Office of Management and Budget and receives almoct no suppofi 

One reason so little is contracted out in Washington is that the 0MB A-76 procedure for 
comparing government and private costs for the same work is skewed toward having the 
work done by governmenL Federal peftstons, for example, are badly undervalued and under- 
state the cost of government managemeat The procedure for comparing coats needs to be 
reformed if it is to be of any real value in deciding bow work sho^ be 

Another reason is that not enough atieation has been paid to winning, or at least neunliz- 
ittg, federal eii 4 iloyee support Giving part of the savings from contracting out to managers 
and employees who r eco mm end privatizad services, to employees who agree to shift with a 
function to the private sector, and m those who remain to oversee the operation, for exam- 
ple, can reduce en^rfoyee <^)position. Tlie more or less moribund FED (X>-OP program — 
designed to give shares in private firms to federal workers who assist in making the transfer 
— should receive greater aticntioo. Indeed, the whole work of contracting out and contract 
management must be reorganized in a sew and more rahoonl manner. 


% ForMeaceUca>seritt<rfiHitiiln K wn ia i du ia » iBdat«fa.mScBnAHBdte,“AladiBi St iM nj lo R f iaw m fte Pedasl 
G oven u aeat." H riii s gr Fc niuw a B ttLk j iv u nJ tt Wo. 1014. Jatury 16, 1995. Sw ilio Rredd D. Un, '’□emg UaMcded 
■ri O hso hu l ad rpB odt Gowaneai Ageocies.*’ Ur n t i gr Fe ae duicc BacSy/piwd r r Na 1015, Juw) 2S. 1995, and Scon 
A Hodfe, «d., MUHg te* GMvnwMr; A M|tr to KrtmiM Amorim (WMbiapna. D.C.: The Hatilafc Ppgndukw. 

1995). 

7 Sec Hodfc, Moiling Book Govtmmmt. Sn dn Scavt M. Buds. P r t w ttUing FtMoral Spmdbtg: A Stnugy to EMminau t)u 

O^tNewYnk: UmwacBcKiki. 1915). 
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Principle #4: Get seriouf about performance management 

The new workforce must be organized [»operly for a contractor-based system. Actually, 
contract employees are already predominant: perhaps eight million, compared to the federal 
government’s two million civilian employees. Millions of state government employees also 
implement federal rules. No one knows tte total number or is in a position to manage it 
properly. Government is still <xgaaized as if it were the 1930s. 

A new “core-spoke-rim” organizational structure must be created. Core federal employ- 
ees would be expert, highly compensated executives charged with setting plans and manag- 
ing the contractors who p^orm most of the work on the rim of government. In between, 
sp(4te (temporary) employees with few benefits and little or no job protection would be 
uWd in cycles demanding more wmk than the government’s core employees were able to 
perform. 

This is where the Clinton reforms go most astray. Rather than increase managerial flexi- 
bility, they would expand the bureaucracy by layering labor-management committees at 
multiple levels of administration and create more permanent employees by granting pro- 
tected status to formerly temporary employment. They unnecessarily divi^ central responsi- 
bilities, further encoura^ng dupli^on work within agencies. They also ignore the nega- 
tive effect on pension flexibility. a larger permanent woricforce would be more nM^ile 
if pensions were made fully pwtable, lilm 401(k) plans in the ^vate sector, no employee 
w^d have to be tied fitv 30 years to a^ that has become obsolete and that be or she has 
come to hate. 

One of the ixincipal advantages of contract management is that it rewards performance. 
Rather than leave pay classificatioo and pay-for-performance to the mercies of labor-man- 
agement oommittees. 0PM sboukl be insmicted to tnnamit to Congiesa a compenaadon 
system that rewards both savings and misaioo accomplishment that is on time and as speci- 
fied. Qnssification should be broad-banded, but only uitder congressional rules and tight 
OPM si^iervisioa to reduce the normal temptadon of agenciea (shown in demonstradoo 
studies already conducted) to push compenaadon up unnecessarily. While employee and 
even union input are essential, the final decisions ought to be ma^ on missioo-accomplish- 
mcnt grounds by top agency mixugement under the supervision of the President 

Principle #5: Get aerioiis about merit 

Because a core-and-tim staffing system requires a higher quality permanent employee, it 
is important to restore selectioo based on knewiedge. skills, and id>Uities. OPM should seek 
inunediately to end die sweedKait consent decree, entered in the last days of the Carter Ad- 
ministration, that diolished its Professioiisi ind Administridve Career Examination 
(PACE) for competitive selectioo of superior college graduates and replaced it with a ere- 
deotials-based system requirir^ dut blacks and Hispanics be hired in proportioD to the num- 
ber for the examinations. The decree was to last only five yean but already has 

placed the fedenl courts in ooitfrol hiring under non-merit requirements for 15 yean. 

There is s reason for oeotralized hiring. Genesal rinlity tests like PACE are better and 
chewier than any se p arate tests for particular occupations. Unfortunately, however, the fed- 
enl courts have ruM thtf sudi tests niae the problem of disparate impact against racial, 
echoic, or gender groups. While an argument might be made for some lenqxnty form of af- 
Gnnadve acdoa Co aaust victims of ptevious discrimination, 15 yean without a merit entry 
examinatioo certainly deserves some notice and redress. The courts have agreed to review 
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the decree if the Unifonn Guidelines on Selection Procedures are reforrned. This challenge 
must be accepted so that federal hiring once again comports with the law requiring selec- 
tion based on knowledge, skills, and abUi^ (KSA) criteria. A central agency like OPM, 
with the knowledge base to take on the job of updating PACE, should be assigned this re- 
sponsibility. 

Centralized examining for common positions is stiU required by law. It also is cheaper. 
OPM has been shown to select employes at between $10 and SIS less per applicant than 
other agencies. Core-and-rim organization has other advantages. In general, it takes less hir- 
ing and fewer personnel resources for a small core of skilled professionals to manage a 
larger number of temporaries and contractors with a single mission focus. 

Just as the law requires that hiring be based on skills, retention and reward are supposed 
to be based on good performance. The Clinton reward and disciplinary systems are to be op- 
erated with substantially greater union involvement. Indeed, the apparent purpose is to shift 
totally to labor-martagement control and union grievance review. While intelligent mecha- 
nisms for employee involvement can be devised, there is no prospect that a public-sector, 
union-dominated system like the one envisioned by the Clinton reforms wUl lead to higher 
standards of performance and more acticm against poor performers. Unions do not thrive by 
being tough on employee performar^ m discipline. 

True labor reform requires an entirely difTerent approach; eliminating the expensive and 
duplicative grievance system and re-establishing a true merit system. This was the justifica- 
tion for creating a civil service in the first place. It is what President Carter desired before a 
union-dominated Congress fenced him to compromise and create the present system. That 
abuse of power can be corrected by substituting the Merit Systems Protection Board 
(MSPB) appeals system as the excluai^ remedy. The lesponsibUities and staff of the Fed- 
eral Lato Relations Authority and the federal government oversight responsibilities of the 
Equal Enqiloyment Opportunity Commission should be merged into the MSPB to provide 
a “one-stop*' appeals process. OPM should devise a plan to integrate these functions under 
general ment system principles and then submit this proposal to Congress and the President. 

Principle #6: Get serioin about management 

President Carter's 1978 refomu gave political appointees the tools they needed to man- 
age the bureaucracy. President Ronald R^an implemented and advanc^ these same 
toob. For a few years, it worked. Mcne was acconq>lished with less as measures of produc- 
tivity increased and personnel were cut} But the thnist of the Clinton refonns b to remove 
authority from the political and career executives responsible for better management under 
the Car^'Reagan reforms and transfer it to labor-management councUs. The deliberate 
weakening of political ooatrol is a long-sought goal not tmly of union leaders, but also of 
career manager-doniiaated groups such as the AmericaD Society of Public Administration. 

A recent Brookings Institutioa study, typical of the Washington bureaucrabc mindset, sug- 
gests cutting the already minuscule number of political appointee positions by one-third. In- 
credibly. Congress has incorporamd tfab propel in its b^get resolution, thus advancing 
the political agenda of Wa^Ungton's bureaucratic establishment.^ 


I S«c Devine, On (be PedenlBvcncracy.** 
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Without politicaJ leadership, when the President gives an order, there is no reason to as- 
sume anything will happen down the line in the federal bureaucracy. That is why responsi- 
bility in current law tests with the politicai agency head. In a perverse way, the Clinton rec- 
onunendations acknowledge this by proposing to transfer power to labor-management coun- 
cils. The recourse against abuse, however, is the political agency head. Democratic govern- 
ment, at some level, must place responsibility in the hands of political appointees repre- 
senting the elected executive. 

The Carter Administration's management reforms recognized this essential reality and 
moved responsibility down the management chain — through successively lower leveb of 
political executives, career executives, and managers — to where the work was performed. 
All was bound together with a management-duected performance a^inisal and reward sys- 
tem to implement the policy set by the President undu the laws of ingress. £ii^)loyee 
work groups and organizatkms can be useful in some situations, and managers should con- 
sider employee input and needs. But effecdw goverement management requires strong 
agency leadership in the tradititm of Thayer, Ahmeyer, Pinchot. Hoover, and Russell, 
backed by effective oversight. Though tl^ mra came from the career ranks, they were ef- 
fective in political positions with the urppoct and supervision of the President. The more the 
mission is sioqiUfied, and the work contracted out and rationally organized around perfonn- 
aoce criteria, the more such leadership is possible. 

li is expecting loo much of subordinate carter executives and union leaders to make pay, 
hiring, fr^g, tad pefformanoe-rating decisions ladependeDt of political executives repre- 
senting the President Only political qrpointees — bcMUSC their rewards come from the 
President not the career civil service 
tural pressures on management not to 
ecutive decisions over to unioos makes even less sense. In an environment in which the pub- 
lic is deimnding less but more efficient government tbeir whole purpose femains getting 
more govemment positions at higher compeasatioo for their mendrers. 

The Clinton proposals would make things worse. The solution is to return to the Caiter- 
Reagan reforms a^ make them wotk; and they can work with intelligent and dedicated 
leadership (Operating under sourtd management prmciples. 

managing the GOVERNMENT: The FUNCTION OF 0PM 

Whatever direction management takes in the future, it is clear that the federal govemnoent 
will be smaller and that peraonnel will be reduced President ClintOD recommended a reduc- 
tion of 232,000 positions, later increased to 292,000 in order to fully fund the 1994 crime 
bill. New budget plans continue this trend. The Clinton approach is for agencies to set their 
own peraonnel plans. The alternative ism have a presidentially directed and agency-imple- 
ment^ plan to manage the process efficienUy, arOtering to sound human resources manage- 


system — have any incentive to resist the dominant cul- 
make tough decuitms. Turning control of these ex- 


9 See ftirick Kona, *Why CoagreH SbooU Not Undmiae (be Ptitideotiil Powv of AppoiMneot'’ Hentage Foundation 

Baektnm^r No. 1044. July 24, 1995. 

19 rm (timiirion nf pnlitif il nianagrn in Itw frdrtil hrranrtary iwi ItniTOl Hirirr iw1 tlif hat 1 'iaiirn rdi 

Strtrtiig Ou EUphaa: /few WdaUifM Worts (New Yeric Uatvtne Books, 1997). 
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ment priaciples. This is the purpose of the Office of Personnel Management: to help de- 
velop and to manage government-wide personnel priorities set by the President. 

As Chief Executive, the President has the constitutional responsibility to ‘lake care that 
the laws be faithfully executed” and is given subordinate officers to assist in that task. One 
of these officers is the Director of OPM, responsible for “administering and enforcing the 
civil service rules and regulations of the President” Most of OE^'s work could be (and 
should be) contracted out — but not its job of helping the President manage the vast federal 
bureaucracy. 

By forbidding the Director or the PresidMt issuing government-wide performance 
standards, the Clinton proposals undermine the President's constinitionai right to manage 
the executive branch. By transferring management rights from agency political heads, the 
OPM Director, and the President to labor-managenwnt councils, they strike at constitution- 
ally protected executive responsibilities. By granting agency labor-management committees 
the right to design and administer pay classificatioD. testing and hiring, work allocation, 
and performance management systems, they stdivert the authority of Congress and the 
President to set basic management policies for the administretion of government. They 
would deny the Director of OPM the tools needed to assist the President in manag in g the 
govenunent. Decentralization to agencies should be the operational model, but it is essen- 
tial to retain some central direction snd oversight by the Evident and bis associates, such 
as the Director of OPM. 

It is irresponsible for the executive branch ntM to devise the outline of a centra] plan to 
manage the proposed personnel redued<Kis. O^ — presumably still possessing the neces- 
sary human resources management skills — slmuld be a central part of that responsibility. It 
need not micromanage. Without incurring major costs or inhibiting agency flexibility, a 
plan could be effected humanely by basing personnel reductions on “attrition first,” as was 
done in the eariy Reagan yean. If needed, a total freeze should be set early, with exceptions 
<xiJy for critical skills and easential functions. To keep agencies from subverting this proc- 
ess, it must be monitored centrally by an exp^ clearly focused personnel agency led by an 
official strcmgly committed to the President’s personnel reduction goals. 

Some might expect the Office of Management and Budget, within the Executive Office 
of the President, to manage these personnel reductions. But OMB has neither the special 
skills nor the clear focus essential to this mission. Because the budget, not personnel man- 
agement. necessarily dominates its pospective. OMB analyzes the cost of personnel, not 
needed staffing lev^ and skills, and not with the overall objective of reducing bureaucracy 
and increasing efficiency. 

The Office of Pmonnel Management, by contrast, can devise a goveminrat-wide plan. It 
has — or can regain — the knowledfp of agency operations needed to assess true require- 
ments. Through its ^tecial pay rates program, h can determine the need for specialised 
skills and provide the means to secure them. Thus, under a modified personnel freeze, OPM 
could evaluate agency requests for exceptions. 

The best answer, bowevN, and one that could save substantial funds, would be to merge 
OMB, OPM, and the General Services Administration (GSA) into a single Office of Man- 
agement (OOM), as reoomiiieiided by the Grace Conunisskm and other outside evaluations. 
This also would allow the cmtractiog-out function to receive impropriate attention. 
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Reducing PeraonneL Reductions in force (RIFs) and furloughs should be utilized only 
when needed to keep costs within budget or to assure lower long-term costs. If RJFs are 
used at all — as they will have to be if certain operations are restructured — the government 
should adopt the Reagan Administration proposals and base employee retention during 
downsizing idotb on performance than on the current seniority-^minaied weighting proc- 
ess. It also should limit so-called ‘iMurtp-and-rctfeat" rights, under which employees are 
**bumpe<r out of the service by higher-level individuals with greater seniority who are over- 
qualified (and overpaid) for the lawer-tevel positions. 

Modifying existing practice not only would cause better wmkeis to be rewarded and the 
work pn^uct to be upgraded, but also would mean that women and minorities were not af- 
fected dispropoftionately affected by RlFs simply because they tend to have the least senior- 
ity. Nor do so-called buyouts make sense. Giving an employee $25,000 to retire, in addition 
to what it costs at the tioB, inordinately increases the cost to the letirement syaem. Ulti- 
mately, increased costs lead to mote separations than necessaiy. Moreover, a "con" em- 
ployment emphasis relies 00 SO expert workfoce, and buyouts induce the most skilled to re- 
tire. 

Using AttrttiofL By following dte Reagan Administration’s guidance, emphasiying attri- 
tion while allowing some RIFs and forlou^is, it should be possible to minimiyf the nega- 
tive effects. Over 90 percent of the Reagan reductimis were achieved by attriticm — and 
many of those affected were moved to other positions through a newly instituted placement 
prog.am. By contraa, during the Eisenhower Administration — the only other recent admiiu- 
stntioo to reduce the bureaucracy by any comparable size — almost 90 percent of the cuts 
woe achieved by firings. 

Any rational reductirm in personnel requires a plan that is both flexible ainl comprehen- 
sive. Administrative savings, thou|^ ofiea abused as a solution, also nmio be part of any 
overall plan. An “aoritiaa fint" policy is the first step toward an efficient solution. Ben^ts 
also must come under budget acrutiny in this cn of limited resources. For exanqrle, federal 
retirement represents four percent of the budget going to lelstively few people who, while 
they should not be unfairly disadvantaged, enjoy earlier ictiie m cnt and more generous bene- 
fits than all but a handful of their fellow dtizens. 

Without reasonabk reform plans, unreasonable ones will be inoposed. Fonunately, rea- 
sonable qrproaches do exist A relatively modetf pension reform, for Muipu could limit 
future cost-of-living increases to the ma^iftnuw dollar amount of the Social Security CX>LA 
inoease. In addition to beiiig rooie equitable across different federal pension plans, this 
could save $20 billion over five years. Increasing tbe retirement age past 55 over • period 
of time would save many billians mme. Moietmr. Ibeae changes mi^ well be the least 
disruptive to the woifcfocoe and certainty could be implemented for new enqtloyecs. Other 
^rproaches may be betier. but an agency like (^4 should assess them from a goveronicnt- 
wide p ersp ective if anytinng ratioaa] is to be accomplished. 

Taxpayers are demanding real refonn, and p craonne l policy must be part of tbe necessary 
re-evaluation of gouemment Total p eraonn e l costs equal 13 percent of the budget, and over- 
head adds another 4 peroenL This is not the time to decentralize to labor cornmitmes and 
hope that all turns out weU, as the Clinton reforms would do. Only an aggressive, ceninlly 
managed policy can insure diet real lefmm takes place. 


17 



96 


Conclusion 

Tbe oationa] goveromenc badly oeeds reinveDtioD. The career manageis and public ad- 
mioistratioo associations would renira to the pfe>Caita system of decentralized authority in 
tbe hands of career managers. The unions and tbe Qioton Administration propose to decen- 
tralize authority to Irdwr-management coremittees. But the best solution would be similar to 
tbe Carter-Reagan reforms — placing management authority and responsibility in the hands 
of tbe elected President and his appointed and career team, limited the protections of an 
enforced merit system. Unfortunately, because some of the f ccenttalie of the Carter reforms 
were compromised to assure passa^, the goverament has two personnel systems operating 
together. A true reform would complete the reorientatioD towanj performance management 
begun under Presidents Carter aitd Reagan by ending this anomaly. 

President Clinton issued Executive Order 12S71 to implement pan of his reforms of the 
civil service by decree, primarily by ordering agency beads to ignore management rights in 
labor negotiations and creating labw-management paiineisbip councils “as full partners 
with management” in areas not forbidden by law. Even with its powers limited by its re- 
fusal to change the law, Congress will be ii>le to see how well these changes woiik. So will 
the taxpayer. The presidential veto and Mr. Ointon's desire to satisfy the unions probably 
make any alternative reform roost unlikely under the present Administration. Setting out the 
requirements now, however, will help prepare the way for future reform. 

An expert, core wcMkforce will demand merit system hiring, based on skills and open to 
all, widi reasonable preference for those who have served their country honorably in tbe 
military. Staffing will need to be flexible: a small, pennaitent contract-managing core, tem- 
porary employment fluctuating with tkmand, and most of tbe work perform^ by contrac- 
tors. lob classification should be made more flexible but must be monitixed carefully. Per- 
formance should be evaluated under nuiQially defined but managerially decided standards, 
directed and run by strong executives pursuing a sinqily defined mission and responsible to 
presidentially designated agency teadm, all subject to oversight and review. 

President Carter tried to e.stablisb such a system in the Qvil Service Reform Act of 197S. 
and President Reagan implemented its perfor m ance-based system in 1 98 1 . This included de- 
centralizing most management and examining functions to tbe agencies and their responsi- 
ble chief executives, where they now reside, under the general supervision of the President. 
Tbe Clinton reforms would rely on labor-management committees and dcccntnlize further, 
undermining presidential leadership and efficient management at great taxpayer cost 

So far, Clinton’s emphasis on reinventing government has engendered favorable media 
treatmrat of prc^mssls that would make matters even worse than they now are. Tbe chal- 
lenge to Congress is to ^reinveot” govenunent efiectively by devolving functions to local 
governments and tbe private sector and by intelligently restructuring and reforming the re- 
maining federal functions so that they are conducted more efficiently and at lower cost. 

li cannot be onnpleted overnight, but true reform must begin now. A people demanding 
small«' and more cost-effective government can accqK no less. 

Prep ar ed forThe Heritage Foundation by Donald J. Devine 

DoMk) J. Devioe. Diracur of tbe U.S. Office of Penoaoet Mmsgesieni from I981'I9X?. » n Mljuiici 
(cholv at The Heritsfe Foundetioa ud • mmefemeot conwham. 
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Mr. Mica. Thank you, Mr. Devine. We’ll turn now to Ms. Homer. 
Welcome. 

Ms. Horner. Thank you. Thank you very much, Mr. Chairman. 
I’m very happy to be here today and, if I may, I would like to sub- 
mit my written testimony for the record and make a brief sum- 
mary. 

Mr. Mica. Without objection, we’ll make that part of the record. 
If you would like to summarize, go ahead. 

Ms. Horner. Thank you. Civil service, as others have mentioned, 
is more than a century old. Many of its systems are nearing ex- 
haustion; therefore, I think it’s a very appropriate thing for the 
committee to undertake civil service reform. 

One of the burdens that is creating this exhaustion in the civil 
service is not merely a natural aging process, but the fact that 
there has been a tremendously expanding role for Government over 
the decades, and these institutions, the systems of the civil service, 
have been asked to take on more and more. 

I think, before discussing the possibilities for reform of particular 
systems that the civil service operates under, it’s important to rec- 
ognize two things. 

One is that no organization can perform well when its missions 
are so numerous that they begin to conflict with one another; 
when, in the case of public sector oi^anizations, the public does not 
reasonably strongly supjport many of the missions; and when the 
institutional capacity of the organizations is not commensurate 
with the assigned missions. 

I think that’s where we are now, and that’s why civil service re- 
form will be more effective as many of the current missions of the 
executive branch are devolved to the States and some of them ter- 
minated. So I think we need to pare down the Federal Government 
to clear, manageable missions as the civil service is reformed. 

A second preliminary observation I would like to make is that 
civil service reform requires greater congressional analysis than 
other kinds of legislation, for this reason; civil service issues have 
only one natural organized constituency, and that is Federal em- 
ployees. There isn’t the usual debate among competing private sec- 
tor interests, which tends to surface difficulties or second and third 
order effects. 

Therefore, I think that the committee should do a great deal of 
analysis as it proceeds as to what the second and third order ef- 
fects of different proposals might be and should take its time to do 
that, even as it feels under great pressure to move forward. 

I would like to comment on three of the systems under which the 
civil service operates, although virtually every system is in need of 
change. I would like to comment briefly on performance manage- 
ment and on certain aspects of hiring and classification. 

Performance management in the public sector is extremely chal- 
lenging for the obvious reason that there’s no bottom line other 
tham a broad fiscal one, which, fortunately, is increasingly promi- 
nent. 

A lot of different methods have been tried to improve perform- 
ance and accountability — ^the stick of tight regulatory controls over 
the performance of work, especially controls over managers; the 
cauTot of finamciail reward, often too minimal to have a perceptible 
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effect; and cultural assertions, from calls earlier in the century for 
professionalism to the customer service orientation and rec- 
ommendation for cultural change under the Reinventing Govern- 
ment initiative. 

No one of these elements of motivation suffices to get optimal 
performance, especially when done in isolation from the others and 
when carried to an extreme. I would suggest that a good system 
of performance management would diverge from the administra- 
tion’s current approach in several ways. People need some carrot, 
some stick, and a strong culture. 

The first way, I think, is that the emphasis on encouraging team 
assessment, although encouraging teamwork is good, assessing peo- 
ple on the basis of whole team assessments, rather than individual 
assessments, and encouraging a pass-fail rather than more articu- 
lated performance appraisal system, goes too far away from indi- 
vidual accountability and is too lacldng in rigor. I would fear that 
it would continue the lowest common denominator performance ex- 
pectations, which are now endemic, unfortunately. 

Second, decentralization to agencies of the performance evalua- 
tion system desi^ is, in my view, a good idea. However, giving em- 
ployee organizations an efective veto over performance appraisal 
system design will only naturally, in the course of human nature, 
have the effect of creating uniform pass-fail systems that don’t en- 
courage aspiration to strong performance. 

A better desired performance management system would have 
three characteristics — one, agency design; two, the context of stra- 
temc goals identified under the Government Performance and Re- 
sults Act; and three, dere^lated managers with very large discre- 
tion over pay and promotion who are held personally accountable 
to the Government Performance and Results Act-established goals 
of their departments and agencies. 

With the combination of greater discretion and greater account- 
ability, managers will have a strong incentive to seek information 
about their work from employees, whether through organized rep- 
resentation or otherwise. They will also have an incentive to be 
sensible in the use of their discretionary powers. Otherwise, their 
work will fail and they, being held accountable, will be deemed to 
have failed, themselves. 

In hiring and classification, I would propose a similar increase in 
flexibility and enlargement of discretionary authority for Federal 
managers, as well as simplification and decentralization of design 
and implementation to agencies. 

These recommendations are in keeping with a broad movement 
that has extended over several administrations. These proposals 
were incorporated in President Reagan’s Civil Service Simplifica- 
tion Act, which he submitted to Congress in 1986, which was not, 
obviously, enacted, and I have provided it to the committee staff for 
consideration, as it looks at opportunities for change. 

'Two final thoughts. Decentralization and deregulation can be 
dangerous to the integrity of the civil service, especially its merit 
principles, under certain circumstances. I am concerned that the 
administration is potentially skirting that dangerous territory. 

Any civil service reform which decentralizes and deregulates 
must retain some effective central oversight and enforcement ca- 
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parity. It’s a matter of finding the right balance. It’s not an either/ 
or. It’s simply not clear, because we don’t know all the details of 
the administration’s proposals yet, but there are certain signs that 
the balance may not be being properly struck. 

And finally, I am concerned that the administration’s proposals 
to expand employee organization bargaining rights will have two 
adverse effects on the functioning of the civil service. 

One, in the short term, is the obvious potential for tying up the 
work of Federal managers, just as the regulations which are being 
abolished are intended to undo, so that it might end up being a 
wash. Federal managers might find themselves tied by a new sys- 
tem, just as they’re getting rid of an old one. 

In the long term — and some might view this as being unduly con- 
cerned — ^but, in the long term, I am concerned about the possibility 
of expanded bargaining rights creating a public sector employee po- 
litical machine in this coimtry on the European model. I think it 
is very important to protect the political neutrality of the civil serv- 
ice, especially in light of Hatch Act repeals legislated by the last 
Congress. 

I notice in the Washington Post — just let me say as I conclude — 
there were two stories yesterday whach, to me, I think, ought to be 
taken as early warning signals to all who care about the integrity 
of our civil service. 

One is that millions of civil servants in France staged the biggest 
general strike in nearly a decade “to protest the Prime Minister’s 
austerity policies that many fear could threaten their jobs and 
shrink France’s munificent welfare state,” in the words of the Post. 

We are nowhere near anything like that here, but we should not, 
by inattention to the details of reform, run the risk that we will 
put ourselves on track for something like that 10 years down the 
road. 

Second, that the Justice Department has told congressional staff 
members, according to a report in the Post, that it plans to seek 
indictments in connection with allegations that Agriculture Depart- 
ment employees illegally collected campaign funds in the 1992 
Presidential bid, campaign funds to support the President. 

There will always be difficulties of this sort, but we must be ex- 
tremely vigilant as we go about reform. Thank you very much, Mr. 
Chairman. I would be happy to answer your questions. 

[The prepared statement of Ms. Homer follows:] 
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The United Suites ei\il service is ;i one hundred unit tnel\e ycai-old institution which is 
•shou ing Its age. It is sh<m ing the wear and tear of more than .1 century ot urnking to support an 
eter-evpanding role for the lederal government in American tile In spile ol twelve major reforms 
in this cenltirv to accomnuxlale the demands of this c\|Xtndmg and changing role, some of the 
systems under vv hich the civ il scrv ice operates arc nearing eshanstion. Changes to these systems 
arc w airanted and w oiild intpixw e the capacity of the csecuiiv c branch to perform well. 

I am grateful for the opportunity to provide the committee some ribseiv alievns on the potential 
for effective rcfoim, based on my experience as direcloi ol the U S. Office of Personnel 
Management (OPM) duirng the Reagan Administratirvn ami my subsequent study of public 
management issues at the Brvxikings Institution's Center for Public Management. 

As the committee begins its deliberations, it is important, I believe, to recogni/c that reform of 
the internal systems of the civil service, though vital, c.in go only so far in improving its 
effectiveness Reform sluiuld not be overburdened with expccuilions. The single change which 
would most rev italizc the civ il .set vice is, in my view , outside the purv iew of civil scrv ice reform. 
It is the radical paring, siiiiplirication, and clarification of ilie statutory missions assigned the 
executive branch by the Congress, The civil serv ice w ill functitrn belter when its mi.s,sions are 
reduced^ by devolution to the states or termination^ to programs u hich have clear public supprvrl lo 
be conducted at the federal level. Il would be re-mvirali/mg for the civil service lo be asked lo 
accomplish goals for vv hich Ihcic is broad-based public suppoi t ,ind icalislic institutional capacity . 
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Bel ore luming lo !>pccilK npciaiions olicring opporlunillc'. Im leronii, I uould like lo add an 
additional caveat. Stalutoiv change requires compromise ainimg competing interests. When the 
debate is about structuial change, rather than funding Ic'cls, it is not unusual lor compromise lo 
vitiate or warp the refonti proposals lo such an cslent that the result is worse than the status quo 
ante Civil scnice reform ic cspccialK susceptible lo this dynamic because there is only one 
organized constituenev- with ,i direct interest at slake ■ federal employees. The othenvise 
cuslomarv argument among competing constituencies which surfaces siibstanlive and political 
information d<x;s not cxtctii Therefore, it is mevre than usually necessary for the Congress to 
analy ze second and third ordci effects before proceeding Uv civ il sen ice reform. No one else w ill. 

These considerations aside, there are real opportunities to teform the sy stems under vv hich the 
civil scrv ice operates. Without doubt, the performance of the fcdeial bureaucracy is not all it could 
be. The Administration's cfloits to “reinvent government" ate Icsiimony lo that effect. So were 
the Carter Administration’s Civil Service Reform Act ol I97K and the Reagan Administration's 
simplification, deregulation, and pciformance management initiatives, including the Civil Serv ice 
Simplification Act submitted by President Reagan lo the Congress in 1986, when I was OPM 
director, as well as the 1993 Gov ernment Performance and Results Act passed by the Congress 
and signed by President Clinton 
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Allhough 1 irluall)' c\ cr> udminislrati\c and benei'iLs s\sicni ol ihc cii il sen iuc could prolil from 
reloiTu, ioda\ I would like lo commeni on three systems which may especially merit the 
committee’s attention -- the performance management system, the examining and hiring system, 
and the classification system. 

In the public .sector, w here Ihcrc is no bottom line other than a broad fiscal one, assessing and 
motitating performance present unusual challenges. 0\cr the decades, fedcial c\ecuti\es and 
managers hat e focussetl at different times on different methods of assuring performance: the slick 
of light regulatory controls, the carrot trf self-interest through financial reward, or encouragement 
of cultural values like professionalism or “customer sen ice ” Each of these methods, especially 
when relied upon in isolation or lo an extreme, has not sufficed. 

The Adminislialion's recently-granted permission to agencies to adopt a pass-fail performance 
appraisal system in the context of a cultural expectation for an enthusiastic orientation toward 
“customer senice," for instance, discourages rigorous assc.ssmcnl just when the country as a 
whole is seeking lo re-establish standards of excellence. A pass-fail system makes individual 
financial reward for excellence less likely lo occur. The Administration would de-emphasize the 
carrot of indir idual reward and replace it with the slick of group pressure to perform by 
encouraging reward for teams more than individuals. Such a shift runs lire nsk ol' increa.sing 
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lowcsi-common dcnoiiiiniit«ii jx^rUitinancc, a currcnl cndciiia' pioblcin ni llic federal workplace. 
This shift toward group cr aliiulion and reward ignores a b<nJ\ of nianagenicnl w isdom reaching 
back e\ cn to the Greek liisloriun Polybius, who noted that Ihcie can be “no rational administration 
of gov eminent w hen good men ai e held in the same esteem as bad ones." 

That being said, siinplv shar|X?ning distinctions of performance and icw aiding ihcin financially 
will also nol alone promole cscellence. Managers and supervisors must be held seriously 
accountable for the performance of their units, .so that they employ all sound UkvIs of molivation, 
including systematic solicilalioii of employee advice and infoimation, and so lhal they aic checked 
in any impulse toward abuse. There are two opporlunities available for strengthening 
accountability among federal managers and therefore pcil'ormance escellencc within their work 
units. One is the full iinpicmenlalion of the Government Perfvirmance and Results Act. Although 
the changing political contest in which the e.vcculivc branch operates vv ill always inhibil strategic 
planntng, the executive branch has a long way to go belbre it bumps up against the limits lhal 
context imposes. Establishing gixils, identifying needed resources, and then holding managers to 
accomplishment of those goals w ill force managers to care about the quality and efficiency of the 
work their employees perfonn more than they currently must. Then, they w ill likely demand, get, 
and use the greater discretion and autonomy in decision-making an over-regulated system now 
denies them. 
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WixxJroH Wilsiin called “large powers and discrelioii" lor eir il scnanls ihe nccessars 
“condition of rcsponsibililx II is not only in re\vardii\g pcirornianee with pay and promotion that 
such discretion is denied managcis. It is also denied them in otcrlj complex and legulatory^ hiring 
and classirication systems n hich lorce reliance on rules, not common sense, and on the inteipreters 
of rules, not the line managers. These systems induce passii ii\ , not responsibility. 

I commend to Ihe committee’s alicntion President Reagmi’s 1986 Civ il Serv ice Simplillcalion 
Act lelonn proposal, bu.scd on the successful China Lake pcisonnel expciimenl. That proposal 
would have provided lor agencies to adopt, when ready, a simplilied, decentralized, deregulated 
personnel system pemiiiiing manager Ilexibility and cmptmermenl with respect to hiring, pay, 
work assignment, and promotion. 

The Clinton Administration, in an historically energetic and committed effort to reform the 
federal workplace, has iliscussed, proposed, or made similar reforms. However, the 
Administration's proposals div cige from the broad movement to decentralize and deregulate federal 
personnel systems in two significant ways which, in my v icw . not only mixvl much of their value 
but also likely make them potentially dangerous to Ihe inicgriiv of the civil service. 
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The linil ol (hose dncigciiecs (Vom Ihe brciadcr mmcmcni I'i ihc lack nl eciluinly I'cspceling 
cffectiv c central ot ersjghl i il tlcccnlialized systems. OPM ix >aiinc ccntial dI lice til the Presidency 
should ha\e surficienl stall to iccognl/e agency abuse «! mciil system principles and sufficient 
authority to order and achicr c col lective action. This lequircnicnl becomes especially important in 
light of the repeal by the prev lous Congress of some Hatch Act proteclions against political acti\ ity 
by ci\ il senants. 

The second dircrgcncc of concern is the Administration’s intern to establish employee 
organizations as "full parlners" in the design and impicmentaiion of personnel systems. Employee 
organizations serr e as a \aliiablc source of information about conditions of «ork and a serious 
check upon managerial abuse But even applying a "gorxj gincrnment standard" to negotiated 
agreements cannot o'ercoinc the obligation of union Icadeis to supptxi the interests of their 
members first and the public Interest second when there is a conflict, hotter cr public-spirited they 
may be By ttay of e.xample, ii is usually in the public interest in efficicnl goternment to have the 
broadest, most merit-based competition for federal jobs, to gel the t ery best employees available. 
The employee organizaition interest in representing itscurrcnl members, by contrast, would predict 
an effort to v eto hiring systems which promoted open competition rather than the Job protection 
offered by confining compelilion to in-house candidates. 
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Moict>\ c! , iherc shoukl U- mhiic concern thai lurthci cni}>tA\orincni ol ctnploj cc organi/aiions, 
for example bv exicnding ilie nghi lo bargain over pay bv Lxjtcaining i»\ cr classil icalion design and 
work assignment, could lead over lime lo ihc crealion ol a public employee voting blix-k on the 
model of some European naiioiis. This should be of pariiculai concern given Halch Act erosions. 
Such a dev elopmcnl would, in ihe end. desirox the prslilical ncniralily of ihc Amencan civil service 
and badly damage its capaeliv to respond to the w ill ol an elected president and Congrc.s.s. 

Finally, it is worth noting that ihc civil service has histoiicallv responded wiih great integriu 
and sircngih lo clear direction and effective leadership from oui presidents and Iheir appointees. 
The caliber o( political (cadcrsliip is sufUcientlv imptxiani to ilic quality of ci' il sen icc work that 
political leadership ought l irsi, last, and always be the first venue of accountability. 

Thank you for this oppv»riunity to comment upon civil service refonn proposals as ihe Civil 
Serv ice Subcommittee pixvccdv to deliberate uponoptirws foi reform. 
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Mr. Mica. I thank all of you for your comments. I have a couple 
of questions. I want to go back to the first question that I asked 
our first panel, which was the role of 0PM and how you envision 
0PM being properly structured. 

What is the proper role? We have a couple of former Directors 
here, and Mr. Stevens, maybe you want to comment, too. As we un- 
dertake this responsibility of trying to craft a redesigned 0PM 
model, how would you envision it? What division of responsibility 
between the agencies, et cetera, particularly in light of the 
downsizing, some of which has already taken place in 0PM? Mr. 
Devine. 

Mr. Devine. Well, I think Director Homer put it well. Decen- 
tralization, the more that you do, the more you need some over- 
sight of what’s being done. The more flexibility the agencies have, 
the more important it is that somebody’s watching it, and that’s 
what 0PM should be doing. I am concerned that 0PM keep some 
oversight authority. 

I think, in an ideal world, 0PM, GSA, and 0MB should probably 
be put together in a Department of Management, or an agency, 
probably better, and to get the basic management functions to- 
gether so that they can be organized in a rational manner. But it’s 
critical, regardless of grandiose plans like that, that 0PM keep the 
ability to make sure that the agencies don’t get in trouble. 

Mr. Mica. Ms. Homer. 

Ms. Horner. I would reiterate the necessity for 0PM to keep 
precisely that ability and to exercise it in a highly intelligent and 
self-restrained fashion. That is, it should offer the highest level as- 
sessment of what’s going on in agencies. 

There’s a lot to be said for collapsing all the management respon- 
sibilities into one agency or office, either a unit of 0MB, or a sepa- 
rate agency. However, I am not to the point where I’m willing to 
support that idea, for this reason. As a former 0PM Director and 
as a former Associate Director of OMB, I have seen too often that 
the very intense and politically significant budget decisions 
supervene over necessary personnel decisions when they come into 
a situation where one can be traded for the other in internal ad- 
ministration deliberations. 

I would like to retain a separate personnel office, wherever lo- 
cated, but distinctly separate with distinctly separate powers, in 
order to combat the tendency to allow budget to override policy de- 
cisions. 

Mr. Mica. Mr. Stevens. 

Mr. Stevens. Yes. Mr. Devine mentioned that, in an overall gov- 
ernmental context, we’re moving toward a lot more contracting, 
and the need for oversight of contractors is a central Government 
activity and a very high-level responsibility. 

I would draw some analogy between that and the 0PM situation, 
in which the agencies themselves are undertaking a good deal more 
responsibility than formerly was centralized in 0PM, and I would 
suggest that the role of overseeing them is quite different from 
OPM’s former role. 

They should be developing broad performance measures. They 
should be determining how agencies are doing at goals that are set. 
I don’t think 0PM has yet decided what those performance meas- 
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ures are. They need to do that and not relapse into the temptation 
of looking for procedural conformity, detailed auditing of the con- 
formance to particular steps and forms that has, I think, led them 
down the wrong path in the past. 

Mr. Mica. One of the other major emphasis areas that we’ve 
heard discussed this morning is how to protect employee rights and 
yet get rid of the poor performer. I would like to hear your com- 
ments on how we can best achieve both of those goals. 

Mr. Devine, I know you had said you want to contract out a good 
number of these positions. But I think we’re putting up with a 
large work force and have the responsibility to do something about 
rewarding good performers and also getting rid of poor performers, 
emd we have difficulty in doing that now. 

Mr. Devine. I guess I’m a pessimist on that subject. I mean, the 
4 years I was in there, my view was that we had to put the empha- 
sis on rewarding the good ones rather than focusing on the bad 
ones, although I thought we should put some effort on that. We 
did. 

I think, as long as we have a system that is based on these great 
number of protections and where we try to put the emphasis of all 
the reward systems to keeping people, like generous retirement 
systems, that’s going to be a forever problem. That’s why I would 
rather look toward changing the basic nature of the system. But I 
guess I’m old and cynical, and you shouldn’t listen much to me, 
an^ay. 

Mr. Mica. Ms. Homer. 

Ms. Horner. I have a number of thoughts on that. One is that 
there needs to be a serious change in the job entitlement culture. 
That can be achieved in a number of different ways. It probably 
needs to be tackled on many fronts simultaneously. 

But so long as employees enter young and expect to stay their 
whole lives in the Federal service, regardless of performance and 
regardless of changes in the mission requirements of the Govern- 
ment, we are going to have employees fighting tooth and nail 
through the political system to maintain structures which maintain 
their jobs. So I think that needs to be changed by changing the 
structures. 

I agree with Don Devine that we need to have more flexibility 
in the kinds of job structures — ^temporary employees; contract em- 
ployees; highly paid experts such as the scientists Walter Broadnax 
spoke about, who might expect to spend 5 years of their work life 
in Government, but not an entire life in Government. 

Second, I think that if you look at the China Lake experiment, 
you see that evaluation showed that simply by paying strong per- 
formers better, poor performers tended to depart voluntarily. Peo- 
ple don’t always know they’re poor performers. 

First of all, they may get overly generous appraisals — and many 
do — ^but second, it’s human nature to deny the reality. When money 
came attached to better performance, that reality intruded, and 
when people simply weren’t rewarded with money, as others they 
worked with were rewarded, they got a message they had been un- 
able to receive before. 

So I think going to more management discretion over pay and 
promotion in the nature of the China Lake experiment will help re- 
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move poor performers. An objection is raised to China Lake, which 
was raised when I was proposing the Civil Service Simplification 
Act in the mid-80’s, that it costs more. It can cost more, but what 
is never understood is the cost savings of having poor performers 
leave the Government. That’s an invisible but very real cost sav- 
ings. 

And finally, I think we do need a radical streamlining of the ap- 
peals process, but not one which will put it entirely in the hands 
of the employee organizations to conduct. There needs to be a much 
shorter timeframe from start to end of this process, because we lose 
all the educational value to other employees of seeing the process 
work well when it’s protracted. 

Mr. Mica. Mr. Stevens. 

Mr. Stevens. We don’t have a magic bullet, Mr. Chairman, on 
this. I would agree that the structure is now weighted very heavily 
in favor of employee rights, as opposed to managers’ flexibility and 
accomplishment of results. 

I would say, from an individual manager’s point of view, the 
work we’ve done in the bureaucracy shows that managers perceive 
that the benefits, weighed against the costs of dealing with the 
poor performer problem, usually lead them to a calculation that, 
from their point of view, the costs of dealing with the problem do 
exceed the benefits. 

Perhaps there will be some change in this with greater emphasis 
on results of a unit’s activity, because then a manager will indeed 
have to pay a cost for having someone not pull his or her own 
weight in terms of mission accomplishment, which is not now the 
case when there are the administrative resources that they’re 
given. 

Mr. Mica. One of the other questions that I’ve been intrigued 
with — and I think we’ve discussed some of this before, maybe, Mr. 
Devine and myself — is the question of poUtical appointees and their 
role in the process. 

Is there a Senate provision now to diminish a number of political 
appointees? What role do you see for political appointees, what 
oversight, what responsibility in the futiure, and what is their im- 
portance, or is it something we should reevaluate and look at elimi- 
nating. Mr. Devine. 

Mr. Devine. Well, I’m pleased to report that the Senate saw the 
light on that issue, and they took it out of their bill. I think it was 
a very large mistake to try to set limits on the number of political 
appointees, especially when you particularize it to an agency. 

We have a system here that needs political and career executives 
working together. The ultimate responsibility is in the hands of the 
political appointee, and he or she is a very important component 
of making the system work. It can’t work without the career. It 
can’t work without the political. The career employees and execu- 
tives provide the stability, the expertise. The political appointees 
have to provide the direction for changes as each new ad^nistra- 
tion comes in with its own ideas. 

I think Congress has been wise to have only very broad limits 
on that, as a general policy, although there are some specific cases 
where that isn’t true, but in general. The executive branch needs 
the flexibility, and I think that our system of having the first sev- 
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eral levels of political appointees is one of the reasons we have a 
better civil service than most other countries. 

Mr. Mica. Ms. Homer. 

Ms. Horner. Mr. Chairman, I think the relationship between ca- 
reer civil servants and political appointees at the SES level and the 
Presidential appointee level is one of the most fruitful elements in 
American political life and ought to be protected strenuously. I 
think that our Government, for all its stresses and strains, works 
far better as a result of that interaction and as a result of the ca- 
pacity of a President to offer serious direction to the executive 
branch. 

That being said, I think there is some room for questioning the 
numbers of lower level political appointees. Schedule C’s, used in 
our system. I don’t believe that’s a question for legislation or a 
question for the Congress or even for executive branch regulation. 
I think it’s a question for the political parties in their role as poten- 
tial leaders, national leaders, to address very seriously. 

My personal opinion is that there are many Schedule C’s who 
clutter the Government and obtrude themselves officiously in be- 
tween Presidential appointees and senior career civil servants in 
ways that are not productive of executing the President’s policies. 

But that — anyone who quotes me on that must also say — and I 
want to emphasize this in the event there are any press here 
today — ^that is a minor quarrel with an extremely valuable system. 

Mr. Mica. Thank you. Mr. Stevens. 

Mr. Stevens. The GAO, as you know, Mr. Chairman, is an orga- 
nization in which we basically have career leadership right up to 
the top, and so the Volcker Commission’s conclusions on this mat- 
ter, I think, resonated more strongly in our organization than in 
some of the executive branch ones. 

In our symposium, we did discern a very strong need in success- 
ful organizations for some continuity of leadership at the top, and 
that’s one of the problems with the past experience with our politi- 
cal appointees, that vacancies are so common. The length of the 
tenure is in the 2-year range. We heard the previous panel talk 
about how, as political appointees, they sometimes felt ignored by 
the career staff behind them. 

I think it can also have the effect of diminishing attention to 
long-term management improvement efforts in agencies when polit- 
ical appointees come in with an agenda, with the realization that 
they probably have a short time to achieve this agenda, £md con- 
centrate, therefore, to a greater extent on policy, political legisla- 
tive developments, than on making the adjustments in the agencies 
that they will never be there to reap the benefits of. These are 
some problems in that area, from our perspective. 

Mr. Mica. Mr. Stevens, I hate to pop this question on you, but 
you didn’t mention anything about veterans’ preference. I’m trying 
to find out what GAO and the administration’s thinking is on this. 

You published a study in June entitled, “The Federal Hiring, 
Reconciling Managerial Flexibility with Veterans’ Preference,” and 
from the report, one c an conclude that Federal managers consider 
veterans’ preference in conflict with both merit principles and man- 
agerial flexibility. Does GAO believe that veterans’ preference is in 
conflict with the merit principles in Federal employment? 
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Mr. Stevens. Well, that’s certainly a iwlicy matter, Mr. Chair- 
man, and we do not have a position on it. We have done a good 
deal of interviewing at the request, I believe, of this subcommittee 
and the House Veterans’ Committee on how it works in the hiring 
process in the executive branch. 

We have found that managers tell us that it is regarded as a re- 
striction, as a burdensome restriction on the flexibility in their ac- 
tions that they would otherwise like to have and believe not so 
much that the objective itself is difficult to deal with, but that the 
very minute procedural requirements that they have to adhere to, 
as Mr. King said earlier, are basically the problem. 

When given a good deal more flexibility, they can achieve higher 
representations of veterans, but not be limited by the rule of three 
to such small numbers. So we don’t have a position on this. We 
think that it’s worth considering in the context of reform of the 
civil service. 

There may be a distinction in the RIF context and in the original 
hiring context, too, because one of the purposes of veterans’ pref- 
erence — ^not the only purpose, but one of the purposes — was to 
make up for lost time at an early stage in their career, and at the 
other end of the process, when one has had 20 or 30 years of serv- 
ice, maybe the same considerations should not apply. But again, 
that’s a policy question for you to make. 

Mr. Mica. In conclusion, we’ve seen a number of experiments 
and different personnel models and approaches, some have been 
successful and some have not been successful. We are now looking 
at the need to make some dramatic changes because of downsizing, 
because of just dememds that you get a little bit better results, a 
little bit more goal oriented. 

I have heard Mr. Devine talk about his concerns about doing 
things with certain hierarchy of structure, and I’ve heard others 
say that we need to move to a model that allows for more employee 
involvement and participation and the different world than it was. 

Maybe you could just reflect on what system we should have in 
place or what constraints we should have in place that allow £ui or- 
derly process of personnel management, flexibility, accountability, 
responsibility, yet take into consideration that you are in a dif- 
ferent era, that we do have a different world that we live in, as far 
as human relations and activities, and you want the Government 
to reflect society, but you edso want to maintain some of the struc- 
ture that may be important and that may long exist as far as we 
know Government. 

A rather convoluted question, but what I’m trying to do is say, 
how do we reach, agEun, that balance between employee involve- 
ment and participation and good management structure? Mr. 
Devine. 

Mr. Devine. Well, as I said, I think what Congress needs to do 
is to look at the big picture. It’s a board of directors, in effect, of 
the largest corporation in America, and it should look toward the 
long term. Now, unfortunately, in Government, you work with 
blimt instruments, and especially from the board of directors’ point 
of view, where you don’t have direct supervision over it. 

I wouldn’t do this universally, but I think Congress, as they do 
budgets that have the effect of reducing the number of people, that 



113 


they should put requirements into the appropriations or the au- 
thorization legislation to restrict and perhaps eliminate the num- 
ber of hires, or make them hire within the agency and within the 
Government. But for any set hiring limits and slowly, over time, 
through attrition and normal changes in the Government, to limit 
the flexibility agencies have to hire more employees and to set the 
direction for them, to limit full-time permanent employment as 
they go about reducing the size of the Government. 

This has the benefit of protecting the people who are there, and 
also preparing the way for the future. I think the Government 
needs direction from Congress to say where it should be going in 
the future. By limiting the number of people they can hire, espe- 
cially full-time permanent employees, it can help set that direction 
toward a new kind of Federal Government. 

Mr. Mica. Ms. Homer. 

Ms. Horner. Mr. Chairman, I think one of the crucial things 
that Congress can do to create a strong civil service for the future, 
to get and keep the right people and keep them as long as they are 
the right people, is to structure law in such a way as to inhibit the 
job entitlement mentality. 

It’s now on its way out, if not almost entirely gone from all the 
big private sector organizations, both for-profit and non-profit. The 
Government is the last — no, it isn’t the last bastion. The univer- 
sities are the last bastion, with all the troubles they are encounter- 
ing in a frequent disconnect from external reality. 

I think that we have to break the entitlement culture, and the 
reason we have to do that is that the public will not respect the 
civil service and the work it performs until it understands that the 
people who are there are there because they were the most com- 
petitive people for the job and continue to perform as the most com- 
petitive people for the job. 

That’s a broad mbric. The devil is in the details. It’s hard to im- 
plement, not only technically, but also politically, but we could en- 
counter a death spiral in quality if the public sector is the only re- 
maining sector where jobs are protected. 

Mr. Mica. Mr. Stevens. 

Mr. Stevens. Well, Mr. Chairman, I think the essence of our 
statement is that a number of very hindamental policy questions 
are involved here for Congress to decide — whether the redmss sys- 
tem should be weighted differently from these extreme employee 
protections it now provides; whether we should manage to budget, 
as opposed to personnel ceilings, the extent to which the work force 
should, as a matter of principle, reflect the diversity of the outside 
community, including the matter of veterans’ preference. 

These are not matters on which GAO and the kind of work we 
do leads us to the right answer. What we do believe is that what- 
ever Congress decides to do in these areas, that it set up accoimt- 
ability mechanisms that hold the bureaucracy in the executive 
branch to account for achievement of the go^s that it has set 
through frequent hearings, through reports, through careful work 
in directing us toward questions they have, rather than simply let 
the executive branch swim off on its own. 

Mr. Mica. I want to thank you for your testimony and your par- 
ticipation. The former two Directors and our current 0PM Director 



114 


today bring a great deal of expertise and a variety of good view- 
points and ideas to this process. We thank you also, Mr. Stevens, 
for your comments. 

Our hearings are going to resume tomorrow at 9 a.m., in the full 
committee hearing room tomorrow, room 2154. Our panels tomor- 
row include the former officials of the Reagan and Bush adminis- 
trations, who will describe their efforts to change some of the major 
Federal agencies under the current civil service laws. 

We will also hear from several organizations that represent Fed- 
eral employees and other scholars and critics of our system. We 
look forward to continuing this process, and we welcome submis- 
sion of testimony and ideas, suggestions, recommendations from 
those who are interested. We want you to be part of this process. 

With that, we’ll thank the panel. We may have some additional 
questions submitted to you, and we look forward to working with 
you in this process. If there is no further business this morning, 
this meeting will stand adjourned. 

[Whereupon, at 11:35 a.m., the subcommittee meeting recessed, 
to reconvene at 9 a.m., Friday, October 13, 1995.] 

[Additional information submitted for the hearing record follows:] 
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THE DEPUTY SECRETARY OF HEALTH AND HUMAN SERVICES 

WASHINGTON. O C 20201 


JAN 2 9 1996 


The Honorable John L. Mica 
Chairman, Civil Service SubcommiOee 
Committee on Govemment Reform and Oversight 
House of Representatives 
Washington, DC 20S1S-6143 

Dear Mr. Chairman: 

As requested in your November 3 letter, enclosed are my responses to the additional 
questions you had in follow-up to the Subcommittee’s October 12 hearing on civil service 
reform. I regret the delay in responding to you. 

Thank you again for the opportunity to present the Department’s views. Please contact me 
should you need anything further. 
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Political A ppointees 

1 . Could you comment on tlie effects of such a reduction (in numbers of Schedule Cs) if 
an Administration is committed to managing for change in Federal agencies? 

In responding to the President’s and Vice President’s challenge to reinvent the 
Department, Secretary Shalala asked me to lead an effort to rigorously review all of 
our programs and organizations and identify opportunities for improvement, 
streamlining, and consolidation. Major outcomes thus far have included the 
elimination of the entire management superstructure of the Public Health Service and 
the consolidation and streamlining of Departmental administrative management 
functions. Both career and political officials worked closely together throughout the 
decision-making process. All involved feel that the shared goal of improving the 
Department’s operations and services was achieved, and that both the career and 
political perspectives and inputs were critical to achieving that goal. I believe an 
imposed reduction in political appointees would jeopardize similar future successes. 

2. What roles do political appointees (especially Schedule Cs) play that are unique and 
could or should not be performed by career employees? 

Political appointees play a key role in designing and implementing policy on the 
President’s behalf. They must have the confidence of the Administration, and fully 
understand and support the Administration’s goals. Likewise, the President must have 
the flexibilities allowed by the political hiring process -- e.g., to ^rpoint and remove 
employees in key policy-making positions. Thus, there is a legitimate and necessary 
role for political appointees, which complements the vital public services provided by 
our career employees. 

3. Would you support such a restriction? 

The vast majority of the workforce at the Department of Health and Human Services 
is career. As of October 1995, of more than 59,000 employees, only 131 are 
political appointees, including 17 Presidential appointees, 57 noncareer SES, and 57 
Schedule Cs. The past two Administrations averaged about 1(X) Schedule Cs. I 
believe this shows that in responding to the President’s streamlining and downsizing 
mandates we have achieved i^uctitms not just among career employees, but also 
within the political workforce. I would not support an imposed restriction on absolute 
numbers of Schedule Cs. First, it limits the flexibility that this Administration, or 
any Administration, must have to respond to emerging and critical priorities. Second, 
I firmly believe it is unnecessary, since through careful and considered management 
of all of our resources we have limited Schedule C appointments to only the most 
critical positions. 
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Classification and Pay Reforms 

4. Could the same objectives be reached through the demonstration projects currently 
authorized under Title 5, Chapter 47? 

One of the original demonstration projects (China Lake) involved a pay structure that 
included pay banding and simplified classification, both of which the Department 
views as key to civil service reform. The evaluations of the project concluded that it 
was successful in helping improve recruitment and retention of the best employees. 
Thus, we do not feel that it would be productive to do essentially the same 
demonstration project again. In addition, there are several downsides to the process. 
One is the approval process itself, with its lengthy public notice and other 
requirements, which can take nearly a year. Further, the law limits coverage of any 
given demonstration project to no more than 5000 employees, which would not cover 
all of NIH. Finally, a demonstration project is not permanent, and the possibility 
exists that it would not be made permanent even if it were evaluated as successful in 
contributing to mission objectives. Thus, the Department supports permanent system 
changes. 

5. Has the National Institutes of Health proposed either a demonstration project or an 
alternative personnel system along lines developed under the National Performance 
Review? 

The Department has recently begun implementation of the Senior Biomedical 
Research Service (SBRS), which will allow up to 500 positions (mostly at NIH) to be 
filled with outstanding researchers under a flexible and generous pay scale. Other 
features of the SBRS will enable HHS to recruit and retain biom^ical researchers 
who are leaders in their specialties. We anticipate that this authority will help 
maintain the internationally recognized quality of NIH research. 

The Secretary of Health and Human Services recently approved a landmark agreement 
with the Director of NIH that delegates to him all personnel authority held by the 
Department. Under the agreement, which will be evaluated over a 5-year period, the 
NIH is free to develop its own personnel programs and systems that are responsive to 
its biomedical research mission. This delegation covers only those authorities held by 
the Secretary and the department, and thus excludes issues such as pay banding. 

We have not submitted to Congress legislative proposals for establishment of an 
alternative personnel system for the NIH, both because of concerns that such 
proposals might conflict with legislative initiatives covering the entire Executive 
Branch and because, while the NIH poses unique problems regarding recruitment and 
retention, other agencies of the Department have similar needs. For example, the 
Food and Drug Administration has difficulty in recruiting and retaining physicians to 
review applications for drugs and medical devices. Please see the previous question 
for our views on the demonstration project authority. 
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6. In addition to in-house research, NIH uses grants and contract researchers to perform 
its work. Could some of the artificial pay restrictions in the current system be eased 
if NIH relied on more contractors and grants rather than retaining as much research 
capacity in-house? 

There have been numerous studies that have reviewed the intramural research 
program of the NIH and have compared its productivity to research funded by the 
NIH but conducted at grantee and contractor institutions. Most notably, the Institute 
of Medicine (lOM) in 1988 issued a rqxirt strongly supporting the continuation of a 
strong intramural research program at the NIH. 

While nearly 80 percent of the NIH budget funds research by grantees and 
contractors, the lOM study recognized the NIH as one of the most productive 
research organizations in the world, based on peer review. A mote recent study, 
conducted at the request of the House Appropriations Subcommittee, also concluded 
that the NIH intramural program was among the strongest in the world. 

It is the Department’s position that an appropriate balance exists between the NIH’s 
inter- and intramural research programs. If the civil service system is not able to 
meet our needs, the answer is to fix the system, not to contract out for the wrong 
reasons. 

PPM Administrative and Regulatory Flexibilities (e.e.. abolishing the SF-171 and 
eliminating the Federal Personnel Manuall 

7. Have these changes affected your organization? 

To date, these changes have not had any significant impact on the Department. 

8. Do you think the "pass-fail" personnel evaluation will be of much help to you? 

PPM has recently approved a new performance management plan for the Department, 
in which we have given our operating agencies the option of adopting a pass-fail 
appraisal system. The Health Care Financing Administration, for example, has long 
expressed an interest in a pass-fail system and, in anticipation of regulatory changes 
which would allow such a system, has already worked closely toward implementation 
with their union partners. Absent any practical experience with a pass-fail system, it 
is difficult to judge its potential utility. 

9. What guidance have you received in place of the Federal Personnel Manual? 

It is our experience that PPM’s Interagoicy Advisory Group (lAG) has done an 
excellent job in working collegially to develop guidance and/or regulation as 
necessary on emerging critical issues — a recent example is career transition. The 
fact that agency viewpoints and input have been integral to the overall lAG process 
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has made the guidance more relevant than had it been unilaterally developed. 0PM 
has also done a very good job in relaying information electronically. 

10. How have you used any additional discretion provided through these administrative 
changes? If yes, please provide examples. 

In the area of Departmental human resource policy, we have adopted OPM’s 
philosophy of deregulation, flexibility, and simplification. For example, in a 
cooperative effort with our operating agencies arxl union representatives, over the past 
2 years we have eliminated some 3(X) pages of Departmental personnel instructions 
and delegated extensive authority to our operating agencies. This project has been 
designated a National Performance Review "success story". 

1 1 . Can you describe any ways in which OPM has exercised oversight of merit system 
procedures and decisions at your agency? 

We have recently worked cooperatively with OPM to resolve classification problems 
which existed at the Centers for Disease Control and Prevention. 
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GPO 


United States 

General Acconntind Office 

Washington* D.C. 2054S 


General Government Division 


December 4, 1995 

The Honorable John L Mica 
Chairman, Subcommittee on Civil Service 
Committee on Government Reform 
and Oversight 
House of Representatives 

Dear Mr. Chairman: 

This letter responds to your November 2, 1995 request for additional information as 
a follow-on to our recent testimony regarding Civil Service Reform. 

If you have any additional questions concerning the civil service reform effort, 
please call me on (202) 612-8676. 


Sincerely yours, 



L. Nye Stevens 

Director, Federal Management 
and Workforce Issues 


Enclosure 




ENCLOSURE 


ENCLOSURE 


(1) Your testimony did not address veterans' preference, bat GAO's most 
recent study on the topic, a June 1996 Bine Book, FEDERAL MIKING: 
ReronciHng Manageri al Fleilblllt v with Veterans' Preference. impUed 
that federal managers believe veterans' preference can conflict with 
both merit principles and managerial flexibility. Does GAO believe that 
veterans' preference conflicts with merit principles in federal 
employment? 

Answer The merit system is designed to ensure that the most competent and 
fit applicants are selected for federal employment fi'om as broad a pool of 
applicants as possible, after &ir and open competition. Veterans' preference 
represents Congress' desire to reward veterans for the sacrifices they have 
made for the natioit Preference points arguably give veterans an advantage 
over nonveterans in the hiring process. However, veterans' preference does 
not authorize the sg)pointment of those who are incompetent or inefficient; 
preference is designed to aid only veterans who are qualified for the job in 
question. In this respect, veterans' preference need not conflict with merit- 
based hiring. 


(2) Yonr testimony reports that "managerial flexibility" appears to rank 
highly among emerging trends in civil service practices. Does GAO 
believe that veterans' preference impedes "managerial flexibility'^ 

Answer Our June 1995 report, FEDERAL HIRING; Reconciling Managerial 
Flexibility With Veterar^' Preference (GAO/GGD-95-102, June 16, 1995), 
reported that the mrgority of managers contacted believed that the !q>pUcation 
of veterans' preference impeded their flexibility in hiring. As a result, we 
recommended that the Office of Persoruiel Management (0PM) actively recruit 
and assist agencies in carrying out demonstration projects that would test 
improved methods of implementing veterans' preference procedures. The 
objective of this reconunendation was to find effective ways to overcome the 
concerns marmgers had expressed about balancing veterans preference with 
managerial flexibility. The veterans' groups we contacted generally agreed with 
our recommendation, noting that they were dissatisfied with the employment 
opportunities offered under the current system and welcomed a more effective 
approach. Hopefully, a new model can be developed that will offer enhanced 
opportuiuties for veterans while providing increased flexibility for managers. 
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(3) Has GAO reviewed the activities of political appointees in agencies? 

What roles do they perform that are not nsnally undertaken by career 
civil servants? 

Answer: In recent years, we have reviewed issues relating to the 
appointment, tenure, placement, and viewpoints of political appointees. 

We have also done work on specific, narrow-scope issues involviirg the 
activities of a particular political appointee or small number of appointees 
in an agency. We have generally not, however, examined the activities of 
political appointees in agencies as a group. 

In our 1994 report, POLITICAL APPOINTEES: Turnover Rates in Executive 
Schedule Po sitions Requiring Senate Confirmation (GACVGGD-94-155FS, April 
21, 1994), we noted that many of the top positions in the federal government 
experienced frequent appointee turnover. More specifically, we found that 
senior political appointees tended to serve in their positions just over 2 years 
on average; that key vacancies sometimes remained unfilled for months or 
even years; and that some positions were filled by as many as 5 or more 
different appointees in the 10-year period for which we obtained data. 

These findings underscore what we see as important concerns warranting 
consideration as Congress explores civil service reform. Our concems-echoed 
by others In the public service and academic communities-center on our belief 
that short tenure and frequent turnover at the top levels of agencies (1) can be 
seriously disruptive to the efficient and effective management of agency 
programs; (2) can leave agencies with vacancies in key managerial positions for 
extended periods of time, thereby creating a ’leadership void"; (3) can lessen 
appointees' personal sense of program owner^p and, correspondiTrgly, lessen 
their identification with and conunitment to the accomplishment of program 
objectives; and (4) prevent the clear assigiunent of public accountability for 
program outcomes. These concerns, in turn, raise serious questions as to 
whether modifications need to be made to the current political appointment 
and retention processes. 


(4) Could yon compare the number of political appointees In agencies to, 
for example, the portion of executives bronght from outside the 
organization during a business takeover? 

Answer We have done no work on this issue. However, it is likely that the 
number of executives would vary depending on the specific requirements of 
the takeover. 
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(6) If an adminiatratioii were committed to an agenda of substantial 

poUticai change, conid that be accomplished with a significant reduction 
in poiiticai appointees? 

Answer In our judgment, the critical considerations requisite to accomplishing 
an Administration's political agenda do not lie in having large numbers of 
political appointees in agencies. Rather, we believe that the desired results can 
be achieved with fewer appointees if an Administration commits to: (1) 
carefully selecting and appointing a small number of high-quality, highly- 
motivated people with the demonstrated skills, talents, and experiences 
necessary to successfully manage the programs to which they are assigned; (2) 
giving these people genuine authority and sufficient decision-making latitude to 
allow them to truly manage; aiui (3) persuading these people to actively involve 
the career executives and other key career personnel in critical planning and 
operational decision-making activities. 


(6) Would you agree that the current Office of Personnel Management, 
designed to oversee the Civil Service Reform Act of 1978, Is not 
adequately structured to address the needs of the government 
workforce that yon see developing? 

Answer We have expressed serious concerns about OPM's handling of its 
oversight responsibilities in past reports, and believe that the Administration's 
plairs for decentralizmg persoimel activities raise new concerns about the 
importance of this issue. As a result, in recent discussions with your office, we 
have agreed to evaluate OPM's plans for carrying out its oversight function. 


(7) What changes in OPM would be necessary to enable it to perform at 
least primary oversight of such a system? 

Aiuwer Our past work on overaght has shown that agencies must assume 
some of the responsibility for their own human resource activities and must 
have mechanisms for assuring and demonstratiTtg that their programs are in 
compliance with statutes. If such mechanisms were in place, OPM's oversight 
activities would be more efficient Agencies have often lacked adequate 
internal evaluation mechanisms because of uncertain requirements for such 
mechanisms. We have previously recommended that agencies be required by 
statute to have internal evaluation programs and that OPM provide adequate 
guidance and performance measures for these programs. As discussed in our 
atuwer to question 9, the Government Performance and Results Act (GPRA) 
could be used as a basis for developing agency performance data in human 
resource maiugement As mentioned in our answer to question 6, we will be 
looking into these issues in an upcoming review for your subcommittee. 
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(8) The Civil Service Reform Act of 1978 separated policy oversight fkom 

merit systems acijadlcation fkinctloiis when it created the Merit Systems 
Protection Board. If we decide to move toward a stronger oversight 
authority for OPM, would it make sense to consolidate the MSPB 
responsibilities back within OPM? 

Answer: Our upcoming analysis of OPM's oversight function may shed light on 
this issue. We have not yet taken a position on this matter. 


(9) If Congress does not move toward something like the annual oversight 
hearing that yon suggest for OPM, what would be required to enable 
OPM to conduct the oversight that yon believe a more flexible system 
requires? 

Answer; In testimony before the Senate Committee on Governmental Affairs 
on May 17, 1996, we reported that agencies have primary responsibility for, 
ensuring that their programs are well managed, funds are properly spent, and 
merit principles and statutory objectives are being achieved. GPRA provides a 
possible basis for the development of agency performance mformation on how 
these responsibilities are being met Such data could be used by OPM and the 
agencies to manage their responsibilities and could serve as the basis for 
congressional hearings. However, to accomplish this end, performance 
measures for federal human resource management will need to be developed. 


(10) How should the civil service change to adapt to both improvements in 
technologies and reductions in the size of government? 

Answer: Computer technology offers an opportunity to increase the 
productivity of the downsized federal workforce. Beyond re-engineering work 
processes to take the best advantage of this technology, federal agencies will 
have to invest in training their workforces to close the gap between workers' 
skill levels and orgartizatioiud needs at a time when budgets will be 
constrained. Managers will also need the flexibility to pursue innovative 
management approaches that couid result in production gains. Greater 
flexibili^ in classification and performance management could be needed. 


(11) What factors Incorporated into current BIF regulations cause your 
agency greatest concern? 


Answer GAO's greatest concern with the current RIF requirements is the 
inflexibility of the RIF process. 'Die process does not afford the agency the 
flexibility it needs to structure and staff its operations in the most efficient and 
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effective manner. Many agencies have told us that uncontrolled bumping and 
retreating can be disruptive to the management of an organization. 


(12) Would you have any recommendations about modifying current RIF 
rules that govern all federal agencies? 

Answer We believe that providing added weight to the performance factor 
relative to the longevity factor might be beneficial; however, the degree to 
which performance can be usefully considered depends upon the extent to 
which agencies have tools to accurately measure performance. 


(13) RIF'S are almost inevitably controversial, and generate a host of appeals 
and litigation. Are current federal oversight agencies (including the 
Office of Personnel Management and the Merit Systems Protection 
Board) doing a diligent Job of overseeing the process of downsizing 
government? Do they have adequate resources to perform this 
ftinction? 

Answer Four federal agencies have oversight responsibility for federal 
downsizing: the Office of Management and Budget (0MB); 0PM; the Merit 
Systems Protection Board (MSPB); and the Office of Spec^ Counsel (OSC). 

We have not done a comprehensive evaluation of the diligence of these 
agencies' oversight activities, but, based on the evidence we have observed, 
0MB, 0PM, and MSPB have generally followed law and regulation in carrying 
out their responsibilities. 

In preparation for dowi\sizing, OMB approved the executive agencies' requests 
for buyouts and ensured that the agencies complied with the offset provision of 
the Workforce Restructuring Act This provision required a govemmentwide 
reduction (excluding the Department of Defense and Central Intelligence 
Agency) of one full-time equivalent position for each buyout given. OMB 
officials told us that agencies complied with this provision. OMB also reviewed 
agencies' streamlining plans. The Administration called on agencies to prepare 
streamliiung plans to ensure tluU they downsized in accordance with the 
reinvention goals of the National Performance Review. According to the OMB 
officials we Interviewed, the quality of these plans played a role in whether or 
not agencies' buyout requests were approved. While the plans initially fell 
short of the Administration's expectations, OMB asked agencies to improve 
them, and ultimately, all buyout requests were approved. 

The Workforce Restructuring Act gave 0PM several responsibilities. These 
included helping to administer agency contributions to the Civil Service 
Retirement and Disability Fund; working with OMB to ensure annual agency 
personnel ceilings were me^ and submitting a report to Congress containing 
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various demographic data on buyout recipients. 0PM also provided agencies 
with guidance on their use of buyouts, maintained a computer bulletin board 
that provided callers with information on downsizing tmd many other topics, 
and collected data on agencies use of buyouts. 

MSPB is responsible for adjudicating t^peals of RIF procedures. According to 
an MSPB official, RIF appeals as a percentage of all appeals heard by MSPB 
have increased from 5 percent in fiscal year (FT) 1993 to 24 percent in FY 
1995. The RIF procedures that can be appealed include, for example, agency 
failure to make a reasonable offer of assigrunent, failure to apply veterans' 
preference, and improper determination of an employee's tenure group or 
length of service. 

We have no current information on how OSC has carried out its 
responsibilities, and have not evaluated the adequacy of the resources any of 
the four oversight agencies have devoted to their responsibilities. 

(14+16) Has "merit' fallen behind other principles in managing the persoimel 
system? If so, what other factors outweigh or overshadow merit? 

Answer The core principle of merit still remaiirs legal and viable for the 
federal civil service system. Decisions about federal employees should still be 
based on merit to ensure a well-qualified workforce, fi^ fi'om partisan politics 
and capable of serving Presidents and the Congress regardless of political 
party. This principle places the responsibility on agencies to ensure merit as 
the basis for staffing and rewarding employees, but should not be construed as 
requiring blind compliance with rigid, process<entered rules and standards. 
High performing organizations are currently stressing values such as focusiitg 
on achieving results and delivering services to clients conscientiously and 
courteously, being accountable and ensuring the accountability of others, and 
contributing to continuous improvement. These principles should be viewed as 
additions to, rather than replacements for, the basic merit system. 
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THE DEPUTY SECRETARY OF TRANSPORTATION 
WASHINGTON, D.C. 20590 


February 29, 1996 


The Honorable John L. Mica 
Chairman, Subcommittee on Civil Service 
Committee on Government Reform and Oversight 
U.S. House of Representatives 
Washington, DC 20515-6143 

Dear Mr. Chairman: 

Thank you for the opportunity to provide additional information on the subject of civil 
service reform. The responses to your questions are enclosed. 

If I can be of further assistance, please feel free to contact me or Steven O. Palmer, 
Assistant Secretary for Governmental Af&irs, at (202) 366-4573. 

Sincerely, 
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DOrs RESPONSES TO QUESTIONS FROM CHAIRMAN MICA 
CONCERNING CIVIL SERVICE REFORM 

1. [Concerning proposals to reduce the number of political 

appointees], could you comment on the effects of such a reduction 
if an Administration is committed to managing change in federal 
agencies? 

When President Clinton challenged each of his Cabinet Secretaries to 
make Government work better and be more accountable to the American 
people, Secretary Pena launched an aggressive effort to determine how we 
should change the way we conduct our work at the Department. Over the 
past year, we have gone through a thorough review to examine what work 
we should be doing and how we should be doing it. As a part of that 
review, we have reexamined the function and role of aU of our senior and 
mid-level managers, both career and noncareer. 

How do we ensure that the DOT has a high performance work force 
managing agreed-to outcomes and goals and not process? This is a 
difficult and delicate balance to reach, but I beUeve we are weU on our 
way to reaching it. We have developed a strategic plan which outlines 
major areas of effort, have proposed major reorganizations and 
realignment of many of our programs, and have already substantially 
downsized the DOT work force. We managed to reduce both the overall 
number of political appointees as well as senior managers by 10 percent 
by FY95. 

Managing for change demands our best and most intensive efforts. At 
DOT, this means changing how we interact with state and local officials 
as well as key industry and other transportation officials. Whenever you 
change how you do business, there is a delicate balance in convincing 
people that the new way is better, more efficient, and effective. 

Leadership is particularly critical at times like these. We do not support 
any proposed which arbitrarily reduces further the number of political 
appointees, especially one based on Govemmentwide ratios. Such a 
reduction in this environment could impair our ability to manage for 
change. In order to be effective managers of change, we must have the 
resources available to make changes quickly when needed. 
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2. What roles do political appointees (especially Schedule Cs) play 
that are unique and could not or should not he performed by 
career employees? 

Political appointees implement pohcy and manage the Executive Branch 
on behalf of the President and the American public. To maintain 
accountability, the President - any President - must have the ability to 
appoint, and remove, managers in key positions. Like other political 
appointees. Schedule C’s serve at the pleasure of the President or the 
Secretary, which allows the President the flexibility he needs to design 
and carry out Administration programs. In DOT, Schedule C’s are 
carefully selected to perform specific fimctions where their special 
judgment or expertise is essential to major departmental programs. 
Consequently, their expertise is paramount, and few are appointed below 
the journeyman level. This combination of allegiance to Administration 
goals and knowledge of important program issues is critical to ensuring 
effective implementation of Administration policies and statutory 
programs. 

3. Would you support such a restriction [in the number of political 
appointees]? 

The Department of Transportation and Related Agencies Appropriation 
Act, 1996, permits the use of appropriated amounts for salaries and 
expenses of no more than 100 political and presidential appointees in 
DOT. In our view, this limitation is tight, and we do not support any 
further restriction on the number of political employees. These 
restrictions are arbitrary, and they reduce flexibility to manage critical 
situations as they develop. Past history has demonstrated that DOT has 
the ability to not only manage and adjust its work force to the ever- 
changing needs of the programs and skills required in a cost effective 
way, but also to prudently size its political work force to ensure the 
effective implementation of policy initiatives. 

Earlier in my career, I served the Department as the Assistant Secretary 
for Budget and Programs. When I left in 1981, there were more political 
appointees in DOT than there are today - 16 years later. In 1984, DOT 
had 149 political appointees on board, 39 more than our 1995 ceiling. Yet, 
during this period, the Department’s programs and responsibilities grew 
substantially. The overall personnel population had also grown, although 
we have now managed it back to 1989 levels. Any additional reductions 
would be counterproductive to m aintainin g important policy initiatives. 

We must have the flexibility to adjust our resources. Political appointees 
are not selected arbitrarily. They are carefully chosen to fill leadership 



130 


3 


positions. Their numbers must not be restricted arbitrarily, especially on 
a (lovemmentwide basis. To do that would restrict the President’s 
flexibibty to deal with changing priorities and his ability to lead the 
Department in meeting national transportation goals 

4. Could the objectives (to exempt the Federal Aviation Administra- 
tion (FAA) from major portions of Title 6 USC] be reached through 
the Demonstration Projects currently authorized under Title 6, 
Chapter 47? 

As technology has advanced, FAA has been constrained to work with 
partial solutions for meeting its customer requirements. The gap between 
where we are and where we need to be is becoming wider by the day. Our 
experience has been that demonstration projects are inadequate as a 
remedy to the problems that are addressed by the Title 5 exemptions for 
the FAA specified in the FY96 DOT Appropriations Act. Demonstration 
projects were never envisioned as a medium for change of the scope and 
magnitude that face the FAA as it deals with the technological challenges 
and increasingly complex customer demands of the 2 let century. 

While some of the concepts could be implemented in a limited setting 
under the demonstration authority, it has several major drawbacks. 

First, by definition a demonstration project is a time-limited experiment. 
Even if the project is successful, further legislation is required for it to 
become a permanent way of doing business. Therefore, the demonstration 
project authority restricts an agency’s abihty to make permanent, 
fundamental changes to its human resources program. Second, the 
authority has built-in limitations, such as restricting appUcation to no 
more than 5,000 employees. Therefore, it is not a viable solution for 
making organizationwide changes in an organization as large as the FAA. 
Finally, the notice requirements and administrative process required by 
the authority limit the agency’s ability to design and manage systems 
effectively. 

6. Has the Department of Transportation proposed either a 

demonstration project or an alternative personnel system along 
lines developed under the National Performance Review? 

Yes. FAA is currently developing a competency-based system for its 
Airway Facihties employees. The system will set employee compensation 
based on the attainment and performance of job-related competencies. 

The system is comprised of a total fiscal management side, a gain-sharing 
side, and a competency-based progression side. 
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In addition, as part of its human resources management system, the 
Department has developed a work group to explore the advantages of 
alternative pay systems. Several of the operating administrations have 
expressed a strong interest and are pursuing a needs analysis and 
evaliiation plan. Once we complete our review of the DOT field offices and 
the Coast Guard completes its initial streamlining efforts, we will proceed 
with consideration of plans for alternative pay systems for certain 
designated work forces. In the meantime, we have made a conscious 
decision to wait. 

6. What was the reaction to the proposal? 

The Department has drafted a general firamework for alternative pay 
systems. The workgroup which developed the firamework recognized the 
diversity of organizations within the Department and determined that the 
uniqueness and special needs of many organizations are unmet hy the 
current General Schedule (GS) system. The GS system is outdated, 
complex, and inflexible. In contrast, the work group proposal offers 
flexibilities to meet the variety of needs facing organizations within DOT. 
Therefore, the reaction has been positive. 

In a more specific context, drafts of the FAA Airways Facilities plan have 
been shared with the unions and employees who may be covered. Three 
factors will he key to the plan’s success. First, since attainment of 
competencies is the key to progression, training is a necessary 
requirement for the system to work. Second, as organizations are 
flattened, there need to be systems to ensure equity in areas such as work 
assignments and training selections. Third, DOT will need to budget for 
startup costs that will initially be greater than current GS costs. In all 
probability, those costs will be reduced over time and, eventually, they 
will be equal to or less than the GS costs. FAA is continuing to 
incorporate customer and stakeholder feedback into the development of 
this system. 

7. Have [the OFM administrative and regulatory] changes affected 
your organization? 

We have welcomed the elimination of the Federal Personnel Manual 
(FPM) as a signal that 0PM is serious about cutting the red tape that has 
all too often interfered with effective h uman resources management. The 
elimination of FPM material will be more effective when it is accompanied 
by changes in the Code of Federal Regulations (CFR). We are headed in 
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the right direction to achieve our ohjectives for administrative efficiency 
in Grovemment. 

OPM’s delegation of agency case examining and hiring authority has 
contributed to streamlined recruitment. Another positive change has 
been the elimination of the SF-171. Applicants welcome the ability to 
submit applications in the written format of their choice. One of the most 
important flexibilities we have received has been the opportunity to 
design our performance management systems to complement our 
organizational culture. 

8. Do you think the “pass-fail” personnel evaluation will be of much 
help to you? 

We believe the new regulations will be very helpful inasmuch as they will 
provide agencies with the flexibility to develop performance management 
systems which will support organizational objectives. In many cases, the 
“pass-fail" system is the best approach depending on culture and 
organizational objectives. 

The Department of Transportation’s Framework for Performance 
Management gives operating administrations the flexibility to develop 
strategies for achieving high levels of performance. Strategies may range 
from “pass-fail” to a five-level performance program. In addition, the 
DOT Framework focuses on the following: (1) linkage between individual 
performance results and required outcomes of organization performance; 

(2) a focus on required results and objectives of measures, not behaviors 
and characteristics; (3) the use of performance management processes to 
facilitate and enhance two-way feedback and communication of organi- 
zational and individual objectives on an ongoing basis; (4) employee 
involvement in the development of performance objectives; (5) manage- 
ment of award funding to reward results and achieve high levels of 
performance; (6) the use of team or unit performance assessments; 

(7) streamlined performance management processes; and (8) education for 
all employees which focuses on “managing for results.” 

9. What guidance have you received in place of the Federal 
Personnel Manual? 

OPM stiU issues operating manuals in those areas where Govemmentwide 
consistency is required, e.g., in the benefits programs, in the data standards 
area, and in the qualifications area. OPM also issues periodic notices on 
issues of Govemmentwide interest or appUcation. Finally, we receive 
guidance in the form of memoranda from the Director of OPM and his 
senior staff. 
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10. How have you used any additional discretion provided through 
these administrative changes? If yes, please provide examples. 

Delegations of agency case examining and hiring authority have been 
used to expedite the restructuring of the Department’s Civil Rights 
progrsun. Elimination of the SF-171 has made the hiring process more 
customer-Mendly for external applicants. DOT organizations have 
implemented a variety of performance management systems, including 
“pass/fail” systems, that are appropriate to their individual missions, 
work, and cultiu«s. DOT has also developed policies and procedures that 
improve the process for procuring training services hy allowing 
appropriate employees to huy training services without having to go 
through the contracting office. 

11. Can you describe any ways in which OPM has exercised oversight 
of merit system procedures and decisions in your agency? 

OPM has just recently undergone a major internal reorganization placing 
greater emphasis on its oversight and effectiveness program. As part of its 
new program focus, OPM is in the process of completing several 
Governmentwide studies, e.g., on special salary rates and workers’ 
compensation. We tmderstand that OPM plans to conduct whole agency 
reviews of a limited number of agencies during each fiscal year. This 
Department is not on the OPM schedule for FY 1996. 
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DONALD DEVINE COMPANY 

MANAGEMENT CONSULTANTS 
Business. Government. Pouitical 


^ iSonM Hovember 7, 1995 

SO'ettaefU' 

The HonorsUile John L. Mica 
Chairman 

civil Service Subcommittee 

Committee on Government Reform and Oversight 
U.S. House of Representatives, 2157 RHOB 
Washington, DC 20515-6143 

Dear Mr. Chairman: 

Thank you for your kind words regarding my October 12, 1995 
testimony and my background paper for the Heritage Foundation. I 
was pleased that my remarks opposing the Administration's proposed 
"pass-fall" system for employee evaluations has had some Influence 
among your colleagues. 

You reguested that I respond to three questions posed In your 
letter of November 3, 1995. My thoughts follow. 

(1) The Administration characterizes its new role for OPM as 
moving from "providing services* to "policy oversight." I agree 
that OPM's major role should not be to provide services. Most 
regular production services could be performed privately or — for 
government operations — by agencies, with OPM contract euid 
administrative oversight. However, It Is not clear what the 
Administration means by "policy oversight.” If policy oversight 
suggests that OPM should only oversee policy and not provide 
adMnlstratlve oversight as a major function, I disagree. As OPM 
devolves functions to Federal agencies, oversight of such 
activities must Increase to assure quality control and to see that 
abuse does not occur. Of course, OPM must also provide policy 
leadership as a central mission. I would characterize OPM's proper 
direction as moving from providing services to assuring merit and 
management system oversight of agency operations and assisting the 
President in providing leadership for the Government's personnel 
memagement policies. 

(2) I do not agree that veterans preference is In conflict 
with merit system principles. Veterans preference Is a merit system 
principle, placed into the system as a reweurd for those who have 
served their government in its highest calling. Although veterans 
preference can conflict with pure merit, that is not what a merit 
system is. A merit system protects other values than pure merit — 
such as protection against political reprisal. I can think of no 
protection more worthy than to assist those who have bom the brunt 
of battle. My experience is that the costs to pure merit eu:e 
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ainiaal and the exceptions justified by earned aerit In the 
military. The only change I would suggest is for better oversight 
by OFM to assure that the agencies are following the law. The 
perception is widespread that veterans preference is often 
circumvented, especially in the use of "name requests" by federal 
managers . 

(3) The long-standing practice in our Federal Government is to 
rely upon political appointees at the top several levels to provide 
policy leadership from the President's direct representative, and 
to utilize career officials to provide the stability and expertise 
below them in the remainder of the Government. This system has 
served the nation well and is probid>ly one of the main reasons our 
government is more responsive and better managed than most others. 
In recent years, there has been some movement in Congress to limit 
the President's flexibility to make such appointments, usually by 
limiting the number of political appointees in an agency or at some 
rank. Sometimes, the motivation has sinply been political, to limit 
a President of the opposite party. This is short-sighted because it 
will ultimately limit that party Itself when it elects a President. 
At other times, the motivation is to save money. This is simply 
misplaced Isecause the position will not be elli^nated but simply 
will be filled by a career person rather than the more appropriate 
pollcy-BMking political appointee. Former OPM Director Constance 
Homer is concerned that Schedule C (as opposed to Presidential 
appointees or Non-career Senior Executives) political appointees 
are sometimes overused; but she properly says that it should be up 
to the President to correct such situations. Certainly, Congress 
should be free to alert the President or agency head to practices 
it deems abusive but legislating management discretion is an 
endless and unproductive activity. The only changes I would suggest 
would be to eliminate any restrictions to Presidential flexibility 
that currently exist in law. 

I hope these thoughts might be useful to you and the committee 
as you pursue your good %iork to Ix^rove government operations. I 
appreciate the opportunity to present my views and would be pleased 
to provide further details or other information you may find 
useful. I applaud your efforts to make the Government work better 
and more responsively. 


Since;:^ly, 



Dr. Donald Devine 
President 




CIVIL SERVICE REFORM I: NPR AND THE 
CASE FOR REFORM 


FRTOAY, OCTOBER 13, 1995 

House of Representatives, 

Subcommittee on Civil Service, 
Committee on Government Reform and Oversight, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 9:05 a.m., in room 
2154, Rayburn House Office Building, Hon. John L. Mica (chair- 
man of the subcommittee) presiding. 

Present: Representatives Mica, Bass, Morelia, and Moran. 

Staff present: George Nesterczuk, staff director; Ned Lwch, pro- 
fessional staff member; Caroline Fiel, clerk; Cedric Hendricks, mi- 
nority professional staff; and Elisabeth Campbell, minority staff. 

Mr. Mica. Good morning. I would like to call to order this meet- 
ing of the House Civil Service Subcommittee and to welcome you 
here. 

This is our second day of hearings on civil service reform. Yester- 
day we heard from a panel representing the administration, and a 
variety of concerns that they have identified were also heard in 
their testimony. And we reviewed the Government’s approach to 
human resource management and some of their suggestions for im- 
provement. 

Also, we benefited from the experience and insight of people who 
have been closely involved in the implementation and oversight of 
the Civil Service Reform Act of 1978 and heard some of their com- 
mentary. 

I believe that the leading question, as we face these issues today, 
is whether the civil service system is designed for the growing Gov- 
ernment of the 21st century. And, as we take on the important re- 
sponsibilities of streamlining Government that lie before us, we 
must do it in a responsible fashion. 

During the past decade, American businesses have taken advan- 
tage of new technologies and more efficient organizations to im- 
prove qu 2 ility while increasing services that they provide to the 
American people and their consumers. Government has fundamen- 
tally different responsibilities, in some respects, but we have an es- 
sential commitment to maintain the quality and effectiveness of 
our Government operations at the Federal level. 

Today, we will hear from three panels of witnesses who will pro- 
vide us with a variety of experiences in working with our civil serv- 
ice system. Our first panel consists of three individuals who served 
in senior positions within the Reagan administration during efforts 
to bring about major ch 2 mges in organizations. 
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Incidentally, we also invited one of the former Carter administra- 
tion officiails to testify, and because of other obligations, he was 
forced to decline at this time. But we’re going to try to get him at 
another time to testify. 

Ronald Sanders, who now directs the Maxwell School Center for 
Advanced Public Management in Washington, was the Director for 
Civilian Personnel Policy and Equal Opportunity at the Depart- 
ment of Defense during the national security buildup of that pe- 
riod. 

George Dunlop was appointed Assistant Secretary of Agriculture 
by President Reagan, a position which enabled him to exercise au- 
thority over the Forest Service and the Agricultural and Conserva- 
tion ^rvice. And George Weithoner served as Associate Adminis- 
trator for Human Resource Management at the Federal Aviation 
Administration during the recovery of the firing of 11,500 air traffic 
controllers who struck illegally in 1981. 

We have that panel of witnesses, and I believe they are all with 
us. If they could come forward — ^I don’t see George. If we can go 
ahead, I would like to welcome Mr. Sanders. 

Can you give me the correct pronunciation; is it Weithoner? 

Mr. Weithoner. Gene Weithoner; yes, sir. 

Mr. Mica. OK. Sorry. I just wanted to make sure I got it right. 
We don’t get enough Smiths and Joneses here. 

I do want to welcome you to our panel. If we could take just a 
moment, it is the custom and tradition of our committee, because 
of its investigation and oversight responsibility, to swear you in. If 
you would raise your right hands. 

[Witnesses sworn.] 

Mr. Mica. Mr. Dunlop isn’t here yet, but we will begin with Mr. 
Sanders. 

Gentlemen, I’ve seen your statements, some of which run more 
than 20 pages — ^we would appreciate your trying to summarize 
your remarks. Your entire statements, without objection, will be 
made a part of the record. We would like you to summarize, if you 
can, in 5 minutes, and it will give us the opportunity for some ex- 
change and discussion. 

So, with that, I will recognize Mr. Ron Sanders. 

STATEMENTS OF DR. RONALD P. SANDERS, DIRECTOR, CEN- 
TER FOR ADVANCED PUBLIC MANAGEMENT, SYRACUSE UNI- 
VERSITY; CHARLES E. WEITHONER, FORMER ASSOCIA-TE AD- 
MINISTRATOR, FEDERAL AVIATION ADMINISTRATION; AND 

GEORGE S. DUNLOP, FORMER ASSISTANT SECRETARY, DE- 
PARTMENT OF AGRICULTURE 

Mr. Sanders. Thank you, Mr. Chairman. The life of an academic, 
like the life of a personnel specialist, you kind of get paid by the 
pound of paper, so I will try to be brief 

I appreciate the opportunity to speak to you this morning on the 
subject of the FederaJ civil service system. You asked me to come 
talk about the strengths and weaknesses of that system and some 
of the improvements that can be made, and I’m going to do that, 
but from a particular vantage. I’m going to talk as someone who 
has had about a quarter of a century experience as a senior execu- 
tive manager and human resource professional. 
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From that vantage, my own assessment is that the current civil 
service system isn’t broken yet. “Broken” suggests that it has 
failed, and I don’t want to leave anyone with that impression, nor 
do I want to suggest that the core values and principles that under- 
lie the system, things like merit and accountability to the public, 
are flawed or faulty, because they are not. 

I think we are facing a case of fit, a system that is stretched and 
perhaps becoming obsolete; bogging down in the silt and the sedi- 
ment of bureaucratic rules. Given the consequences of that rule- 
based model, I think we need a more revolutionary approach to 
civil service, a result-based, sort of block grant model, characterized 
by principles, performance measures, and strong leadership that 
has authority and accountability for both of those things. 

Before we can provide a prescription for the future, however, let 
me take you back to the past very briefly, to look at the origins of 
that system, to see where all of those rules came from. If you look 
at the origins, you can see that the designers of our system in- 
tended a public service characterized by both competence and con- 
tinuity; in our Government of checks and balances, constancy and 
merit serve as a counterweight to political pressures and patron- 
age. 

As a consequence, the model deliberately values stability and 
predictability. Those things are fine, if the environment is of simi- 
lar characteristics. But those characteristics have evolved into a 
system that emphasizes permanent, virtually lifetime employment, 
legalistic protections, and a very, very complex and arcane a^u- 
dicatory system to enforce those protections, and a compensation 
system that rewards years of service over contribution. 

Continuity and merit. There is that issue of merit, perhaps the 
most precious component of our civil service system; however, even 
there that strength has become weakness as a result of bureau- 
cratic rules. What we are left with today are volumes of rigid, 
standardized job classification and qualification standards, and a 
by-the-numbers definition, a sort of formula approach to merit and 
relative worth. 

I guess I would argue that the core assumptions and values that 
ground our civil service are still as valid today as they were over 
a century ago. Merit, accountability, neutral competence, protection 
from arbitrary action, those things are the stren^h of that system. 
And it becomes increasingly apparent that the dysfunctions in that 
system come from the way those values have been operationalized 
by a system of rules and regulations largely standardized and em- 
bedded in what has become a culture of compliance. In that cul- 
ture, rules become more important than results. 

Some examples: Inflexible appointment rules make it very dif- 
ficult for Federal agencies to hire other than permanent employees 
for less than permanent work, and when that work is done, they 
are forced to conduct traumatic reductions in force eunong those 
permanent workers. Think of the ramifications of that for an indus- 
trial depot in the Defense Department. 

Centralized evaluation and referral procedures prevent agency 
college recruiters from making competitive, on-the-spot offers, ex- 
cept under the neirrowest conmtions. A complex, arcane job classi- 
fication system encourages and rewards narrow technic^ speciali- 
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zation, results in overstaffing and the compartmentalization of 
work. A reduction-in-force system typically requires a chain reac- 
tion of five or six separate personnel actions, bumps, and retreats 
to separate a single employee. 

All of these rules were likely issued with the noblest of inten- 
tions, in many cases to deal with an individual abuse, but, taken 
together, they have the unintended consequence of impeding the 
performance of Government organizations, and they end up forcing 
uniform, lowest common denominator treatment of Federal organi- 
zations and employees, regardless of personal or situational cir- 
cumstance. One size fits all; sameness over effectiveness. 

If that’s the case today, what about the 21st century, which I un- 
derstand is part of the scope of your review here. Even today. Fed- 
eral agencies face a turbulent environment where change is con- 
stant, uncertainty and chaos are the rule, and flexibility and adapt- 
ability become organizational survival traits. By the year 2000 it’s 
going to get worse. There is no question that the executive branch 
will be a lot smaller, but this isn’t just a matter of sizing. The role 
of Government will change dramatically as well. 

Many of the functions that the Federal Government performs 
today, especially those involving service delivery, will be 
outsourced, privatized, or devolved. The Federal Government will 
likely emerge as the public’s prime contractor, establishing strate- 
gic partnerships and alliances with States, localities, private cor- 
porations, and other in-between entities for the delivery of public 
goods and services, and then making sure they deliver on those 
promises. 

That requires a lot more flexibility, the capability to constantly 
reengineer itself, and a civil service that is decidedly more flexible 
as well. For example, a career component that is much smaller 
than it is today, much less stable, lower fixed cost, even greater 
agility, much less specialization, with teams of multiskilled, rapidly 
deployable knowledge and information workers sent to deal with 
particular problems. 

I think this smaller career component will be bound together, not 
by the framework of rules that we have today, but by performance 
measures, core principles, strong leadership, and maybe not much 
else. 

It’s all too clear that we need a new civil service model to support 
those requirements, one that preserves the core values of our civil 
service system without resorting to bureaucratic rules that impede 
effective delivery. And I think the blueprint for that model is right 
in front of us. As we speak, you in the Congress and the executive 
branch are in the process of devolving responsibility for many Fed- 
eral functions to States and localities, and I think there are lessons 
there for the Federal civil service. 

That blueprint has three core elements, I think: one, an over- 
arching Federal framework for a particular policy or program; two, 
a set of tangible, clearly defined outputs and outcomes, perform- 
ance measures, output objectives, et cetera; and three, broad grants 
of authority to various governmental entities to design and deliver 
things witWn that framework. This is eminently applicable to the 
Federal civil service and indeed is precisely the human resource 
management model that many of our best companies have adopted. 
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Think of it as a block grant approach to civil service, where dis- 
cretion to design and administer human resource management sys- 
tems would be devolved to individual Federal agencies, conditioned 
on conformance to broad principles: merit, accountability, and other 
things like veterans’ preference, and also conditioned on perform- 
ance, with the Government Performance and Results Act providing 
a ready-made framework for establishing and assessing that condi- 
tion. 

Those two conditions, conformance and performance, serve as the 
basic architecture for a truly reinvented civil service. And there is 
a default option. What happens if these conditions aren’t met? If 
freedom, organizational freedom, is the reward for meeting those 
principles and the bottom line, then the penalty, or the default op- 
tion, is revocation. If an agency can’t meet those conditions, it re- 
turns to the rigidity of existing govemmentwide rules and compli- 
ance. 

That dismal prospect and the leverage it would give oversight 
bodies ought to be sufficient to deter most abuse, and it establishes 
an accountability mechanism that is self-enforcing in many re- 
spects. 

Mr. Chairman, let me close by saying there is ample precedent 
for that kind of model. As I have suggested, we are looking at that 
as a way of managing major Federal programs now outside of the 
civil service. New Zealand has tried it. The United Kingdom has 
tried it. And we have many Federal agencies that are moving down 
that path. As you heard yesterday from the General Accounting Of- 
fice, almost 45 percent of the Federal work force, broadly defined, 
now finds itself outside the broad sweep of our uniform civil service 
statutes. 

So it’s a model that I think is worth considering as we move to- 
ward a civil service that has the flexibility and agility to meet the 
21st century demands. 

Thank you. 

[The prepared statement of Mr. Sanders follows:] 
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Maxwell School of Citizenship and Public Affairs 
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I. Introduction 

Mr. Chairman, I appreciate the opportunity to speak to you and your 
Subcommittee this morning on the subject of the Federal civil service system. In 
your latter of invitation, you asked me to talk about the strengths and 
weaknesses of that system, as well as any refomns that may improve it. I 
certainly intend to do so, but from a particular vantage: that of a practitioner and 
academic who has dealt with this subject for most of his working life. In this 
regard, I will offer you my personal views and professional opinions I do not 
intend or pretend to speak for the Department of Defense, although that is where 
I acquired most of my managerial experience in government. 

From that vantage, my own assessment Is that that current civil service 
system isn't broken -- it is just obsolete. “Broken’ suggests that it has failed, and 
I do not want to give anyone that Impression. Nor do I want to suggest that the 
core values and principles that underlie our Federal service -- such things as 
merit and accountability to the public - are somehow flawed or faulty, for they are 
not. Rather, this is a matter of “fit," a case of simply outgrowing a system that 
has become bogged down by the silt and sediment of bureaucratic rules. 

In offering this assessment, I do not want to minimize the urgency of the 
matter, for the njle-based rigidity that constrains the management of the Federal 
government's human resources has serious ramifications for its performance. 
Simply put that rigidity Impedes mission - especially in a public sector 
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environment that increasingly requires organizational ‘agility.* This inflexibility is 
rooted in the notion that a single, overarching set of personnel management rules 
and regulations can be centrally developed and applied across all of the Federal 
government -- in effect a unitary, ‘one size fits all” approach to governance that 
no longer comports with an environment that demands a more customer-oriented 
(and hence, a more customizable) model. 

To support that conclusion, we must consider where the Federal civil 
service has come from, where it stands today, and perhaps most importantly, 
where it needs to be in the future. To that end, we will begin by first reviewing its 
origins, with particular attention to the basic purposes and core values that 
ground the Federal service, this in order to establish a baseline for our 
assessment. With that context in hand, we will then examine the state of the 
Federal government's present human resource management system, focusing on 
the consequences of its mie-based paradigm, as well as the efficacy of some of 
the previous attempts to reform it. Taken together, these consequences and 
reforms suggest the need ~ both today and tomorrow - for a more revolutionaty 
approach to civil service, and in that regard, we will close with a look to the 
future, outlining the requirements and specifications of a 21st century Federal 
service and proposing a results-based, ‘block granf strategy to meet those 
requirements. 


II. Origins: Continuity, Competence, and Covenant 

At the time of its creation just over a century ago, the Federal civil service 
was considered a model of modem personnel management, a grand design that 
separated the sometimes unseemly world of politics from the theoretically more 
antiseptic administration of government. In that context, it was originaliy intended 
to provide for a public service characterized by continuity and competence - in 
our system of checks and balances, constancy and merit as a counterweight to 
political pressures and patronage. If Federal laws represent a covenant between 
the government and the governed, then the civil service was intended to be the 
keeper of that covenant - and continuity and competence make that possible. 

First and foremost, our present civil service system was designed to insure 
the continued day-to-day operation of government, no matter the partisan political 
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agenda. As a consequence, the model deliberately values stability and 
predictability to dampen the vagaries of potiticai change. These values have 
been manifested by personnel rules that emphasize permanent employment to 
offset to the comings and goings of Administrations, as well as a system of 
complex, legalistic protections from arbitrary (originally defined as politically 
motivated) adverse action. In and of itself, such continuity is a laudable, and 
traditional, objective of civil service. However, this strength has become a 
weakness: over time the rules established to achieve that objective have created 
the expectation of tenure and virtually lifetime employment. These expectations 
derive from the very words we use to initiate people into the civil service, words 
like ‘career appointmenr - a lofty status that once attained, becomes an 
entitlement revocable only with the greatest of difficulties - and a compensation 
system that rewards years of service over contribution. 

While this bias towards permanence in both security and salary certainly 
serves the goal of continuity, it may no longer comport with the reality of 
government, where stability and predictability are gone, and the inflexibility and 
inertia they engender are dysfunctional. In today's uncertain environment, 
flexibility is the key. This means a workforce with fewer permanent employees 
and lower fixed personnel costs, one that can be rapidly sized and shaped to 
meet competition, customer, or fiscal constraint. It also means no more da facto 
lifetime employment. Indeed, the very notion of a large career Federal service 
needs to bo reexamined - the protections and entitlements that define that 
service were originally designed to guard against political abuses, but they have 
ossified to the point that they may vitiate the competitiveness of Federal 
organizations -- and the employees they were intended to protect 

Then there is the issue of merit. Our civil service system was also 
intended to forever abandon the practice of political patronage -- the so-called 
spoils system -- for all but a very few senior positions. In part, this was to further 
the objective of continuity, but more importantly, it was intended to insure that 
those in government service had the skills and abilities necessary to administer 
increasingly complex Federal programs. Thus, the system places great value on 
neutral competence in senrice of *the government of the day* - and upon 
selection based upon merit, perhaps the most precious characteristic of dvil 
service. However, once again, strength and purpose have become weakness. 
Like continuity, competence and merit have been submerged and subverted, in 
this case by a complex, rule-based approach to valuing people and positions. An 
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almost taken-for-granted tradition of civil service, this approach is characterized 
by volumes of rigid, standardized job classifications and qualifications 
requirements, “by the numbers' definitions of merit and relative worth, and 
centralized evaluation and referral of new entrants. 


III. Consequences: A Culture of Compliance 

Clearly the core assumptions and values that ground the Federal civil 
service system - continuity, neutral competence and merit, accountability to the 
public -- are the strength of that system, and they remain just as compeliing today 
as they were one hundred years ago. In this regard, it becomes increasingly 
apparent that the dysfunctions in the system derive from the way those values 
have been operationalized: by standardized, centralized rules. Simply put, our 
current civil service system (including the 1979 Reforni Act) is rule-based. It 
operationalizes its underlying core values the ‘old fashioned way,’ through a 
complex set of uniform laws, rules, and regulatiorts that are intended to control 
the behavior of public officials and organizations in ways that are consistent with 
those values. Hence, the smallest of details concerning the management of the 
governments human resources may be found in Federal statute or regulation. 

There are historical antecedents for this as well. Traditionally, we’ve been 
careful to circumscribe and delineate the authority of government - part of our 
cultural “distrust of central authority of any kind - and our present civil service 
model is no exception. While that system values tenure and technical 
competence, it also recognizes that these characteristics can vest considerable 
power in bureaucrats, and the plethora of civil service rules serves in part to limit 
and constrain that power. Those rules become ends in themselves, interpreted 
and enforced through complex accountability mechanisms that emphasize 
process compliance in the exercise of administrative authority. In this regard. 
Federal civil servants have traditionally been measured on how well they confonn 
to the niles, so that is precisely what they do. 

Nowhere is this control more apparent than in the rules that govern the 
Federal civil service, where the organizations and individuals who administer 
those njles - government personnel offices and personnel specialists ~ have 
over time established a veritable culture of compliance. In that culture, “what 
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gets measured gets done,' and rules becomes more imp>ortant than results, a 
prospect that becomes even more problematic in a system that Is centralized and 
standardized like ours. Just imagine trying to write a set of rules that 
accommodate the needs of a Navy shipyard, a national park, and the Internal 
Revenue Service during filing season. Well we have such a set, and its your 
worst nightmare. All of these mies were likely issued with the noblest of 
intentions, in many instances to deal with some Individual case of abuse, but 
taken together, they have the unintended consequence of impeding the 
performance of government organizations, increasing their operating costs, and 
in many cases diminishing employment and career opportunities for civil 
servants. For example: 

• Inflexible appointment rules make it difficult for Federal agencies to hire 
other-than-permanent employees for less-than-permanent work, and when 
that work is done, they are then forced to conduct traumatic reductions-in- 
force among those permanent workers. 

• Rigid, government-wide job qualifications standards preclude agencies 
from exercising any judgment in evaluating candidates, especially college 
recmits, and centralized evaluation and refemal procedures prevent them 
from making ‘on the spot” offers except under the narrowest of conditions. 

• A complex, arcane job classification system encourages and rewards 
narrow, technical specialization, causes the “compartmentalization” of 
work, and impedes an agency's ability to develop and deploy multi-skllled 
workers to meet surges and bottlenecks. 

• Formula compensation roles reward years of service and longevity, with 
permanent increases to base pay almost automatic and irrevocable and 
bonuses limited to relatively Insignificant amounts. 

• Reduction-in-force roles typically require a chain reaction of five or six 
separate personnel actions (“bumps and retreats’) for every involuntary 
separation, uprooting employees and placing them in jobs that may not 
match their competencies. And last-irvYirst-out retention roles unduly 
Impact diversity. 

Other examples abound. However, one can argue that somewhere 
among the volumes of civil service regulations (yes, they still exist, even after the 
‘sunsetting' of the Federal Personnel ManueJ) there are ways to achieve the 
kinds of flexibilities needed by Federal agencies - indeed, as a former personnel 
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official, I used to pride myself on my ability to find those ways. However, therein 
lies the fundamental essence of the problem. In a rule-based system, problems 
are solved by writing more rules, with still more conditions and exceptions, until 
we literally become mired in them. Federal organizations are forced to focus on 
finding and following those mles - and not on doing the job. 


IV. Reforms: A “Better Rules” Strategy 

To be sure, civil service rules can always be improved, by writing better 
ones (clearer, less complex, fewer conditions, more exceptions, etc.), but they 
are still njles. They can also be made more flexible by delegating greater 
authority to administer and apply them, but that too remains essentially mle- 
based. The Civil Service Reform Act of 1979 provides an object lesson in this 
regard. ‘Better rules’ was the essence of that legislation. It sought more rational 
and responsive regulation of the Federal civil service; however, note the 
underlying assumption here -- that civil service still needed to be regulated. The 
Reform Act did not really depart from the present paradigm: a moiwlithic, mle- 
based model of civil service; to the contrary, it took that model for granted, the 
only way to achieve the purposes of continuity and competence. To their credit, 
the architects of the Reform Act promised ~ and delivered -- greater delegation of 
authority within that model, from the brand new central personnel agency (0PM) 
to agencies and managers within that unitary framework. But the limits on that 
delegation are important: as a general matter, the Act did not devolve authority to 
try a different model altogether, and as a consequence, it produced predictable 
results. 

Among other things, the Reform Act attempted to put public accountability 
(and by implication, less permanence) back in the Federal service by making the 
pay of managers more contingent upon performance ~ the beginnings of a 
variable pay compensation strategy. But by mandating the same rating-reward 
fonnula for every manager in the Executive Branch, the system had the 
unintended consequence of inducing classic bureaucratic work-to-nile behavior 
Inflated performance appraisals, 'everybody gets a little* bonus distribution 
schemes, and ratings rotation games (*...evety three years its your turn*) that 
usually bore NtUe relatkxfship to perfomiarx:e. The result a merit pay program 
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that was almost universally reviled by managers, despite the fact that It made 
most of them financially batter off; while managers had plenty of authority to 
administer that program, they had no power to adapt and tailor it -• no 
“ownership" stake in it - and its faiiure became a seif-fulfilling prophecy. 

In the same spirit of more accountability and less permanence, the CSRA 
also attempted to make It easier to fire poor performers, primarily by reducing the 
evidentiary standards required to sustain a performance-based adverse action. It 
clearly did that, but in so doing it also imposed additional regulatory requirements 
and due process procedures (critical performance elements and standards. 
Improvement periods, and the like), yet another complex appellate system 
complete with Its own adjudicatory agency, and eventually a whole new body of 
“legal" precedent and case law governing perfomiance management. The result; 
a system that Is arcane and intimidating to line managers and employees alike, 
requiring the advice and assistance of lawyers and para-legal personnel 
specialists to administer the day-to-day relations between them. 

The inherent flaws of rule-based reform are perhaps most evident in the 
Reform Act's demonstration project provisions. Generally intended to encourage 
experimentation in human resource management, those provisions allow OPM, 
under certain controlled conditions, to waive various statutory and regulatory 
restrictions for up to ten such projects. Here was the chance to try something 
other than a rule-based approach to civil service. Of course, a oile-based system 
requires rules to conduct such experiments, with results that are all too 
predictable. In the more than sixteen years since the passage of CSRA, 
demonstration authority has never been fully utilized, largely because of the 
daunting procedural constraints ■■ Including public notice and hearings, inflexible 
project plans, and centralized oversight - that must be met. In my own 
experience with one such project in the Air Force, it literally took years to gain 
approval, and even then, we faced the prospect of almost constant reports and 
compliance evaluations during its life ~ not to mention lots of “Monday morning 
quarterbacking.'* But after all, in a rule-based system, one must have mles, even 
where the statutory objective is to try something else. 

As should be apparent, our reliance on rules (even reformed ones) has 
had unintended consequences, and we have come to place far too much faith in 
them as a basis for managing the government’s humeui resources. Designed to 
insure continuity and competence, those njles and regulations - pages and 
pages of them, many centrally imposed arxf largely standardized - end up 
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forcing uniform, ‘lowest common denominator' treatment of Federal 
organizations euid employees, regardless of personal or situational circumstance, 
a “one size fits air approach to human resource management that imposes 
sameness at the expense of effectiveness. At one time, this may have been the 
system's greatest strength, but paradoxically, it has become its greatest 
weakness, for sameness and rigidity are two sides of the same coin. 


V. Futures: 21st Century Civil Service 

This is not to suggest that we abandon a ‘better njles‘ strategy - indeed, 
most of what you have heard over the last two days of hearings has focused on 
the need for certain incremental changes to Federal human resource 
management. Our current civil service system clearly needs such immediate 
adjustments, to be sure, but these may beg a more important strategic question: 
Even with the adjustments discussed here, is our present system capable of 
meeting the human resource management needs of 21st century Federal 
government? If you will permit that much broader question, let me try to answer 
it, first by speculating on the demands that may be placed on the Federal civil 
service at the end of this decade and beyond, and then by describing the kind of 
civil service system that may meet those demands. 

Even today. Federal agencies face a turbulent environment where change 
is constant, uncertainty and chaos are the rule, and flexibility and adaptability 
become organizational survival traits. This is nothing new to our private sector, 
and many state and local governments have already begun to confront this 
challenge, but for most of the Federal government, this is a “brave new world,' a 
real culture shock for organizations rooted in the traditions of stability and 
permanence. Unfortunately, by the year 2000, it will likely get worse. There is no 
question but that the Executive Branch will be considerably smaller and less 
hierarchical by then, with fewer cabinet departments and agencies, as well as 
fewer managers and front-line employees. 

However, the future is not just a matter of sizing. The role of the Federal 
government will also change dramatically. With many of the functions it performs 
today (especially those involving service delivery) devolved, privatized, or 
competitively outsourced, the Federal government will likely emerge as the 


8 



151 


public's ‘prime contractor,' establishing strategic partnerships and alliances with 
states and localities, private corporations, and other in-between entities for the 
delivery of public goods and services ~ and then insuring that they perform as 
promised. This new role will require it to be much more flexible, constantly 
reengineering itself and its programs to meet the imperatives of demartding 
citizens and balancing budgets. In effect, government organizations will have to 
be much more ‘elastic,' literally capable of changing shape ~ rapidly expanding 
and contracting in response to stakeholders. 

In this context, the Federal civil service will be no less important than it is 
today, but it too will be much different. For example, the career component of the 
Federal dvil service will be much smaller and less stable, lowering fixed costs 
and providing even greater flexibility, but also reflecting the more ‘nomadic* work- 
life patterns ^ its employees. The government’s workforce will be much less 
spedalized and rigid as well, comprised primarily of multi-skilled, rapidly 
deployable teams of “krtowledge' and information workers (both white and blue 
collar, although this distinction Is becoming less relevant) who are more agile and 
mobile, particularly in a functional sense. Bound together by common values, 
protections, and benefits - but maybe not much else - these new public servants 
will be held accountable by performance contracts, both individual and 
organizational, for an outcome-based bottom line. And everybody's pay will be 
more variable, a function of that bottom line. 

If these are the characteristics of a 21st century Federal civil service, how 
does the present system match up to them? If the examples described above 
are any guide, not very well. The rigidity of that system simply does not (and 
perhaps cannot) provide the degree of human resource management flexibility 
required to respond to a constantly changing environment. The needs of Federal 
agencies today - and more importantly, the needs of a reinvented and 
reengineered Federal government on into the next century - exceed the 
capabilities of a rule-based model. In short, the Federal government has 
outgrown Its civil service system. 

No doubt you have heard this assessment before, and it has given rise to 
various proposals for civil service ‘reform.’ some of which may be considered by 
this Subcommittee. However, I would like to suggest to you that those proposals, 
while fine as far as they go. may still be rooted in the taken-for-granted notion 
that new (or different) rules are the answer. Our civil service system may need 
more radical surgery. 
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VI. Block Grants and Results-Based Civil Service 

It is all too dear that we need a new civil service model, one that 
preserves the core values of our present system without resort to bureaucratic 
mies that impede effective delivery of services to the public. In other words, we 
need a results-based civil service, one based on devolution, flexibility, and 
bottom line performance -- not process and compliance. The good news is that 
our own private sector, a number of state and local governments, and several 
other nations have pioneered their own versions of just such a model. And at the 
Federal level, the blueprint for such a model may be right in front of us. Indeed, a 
surprising number of Federal agencies have already been allowed to follow it. 

As we speak, the Congress and the Executive Branch are in the process 
of devolving responsibility for many Federal functions and programs to states and 
local governments, all In the name of greater flexibility. While there is much 
debate over how much devolution should take place, there seems to be 
considerable consensus on a few general assumptions: that one size cannot fit 
all, that the central government cannot micromanage everything from 
Washington, and that those who are closest to the problem are invariably in the 
best position to know how to best deal with it. Note that none of these 
assumptions equate devolution with abdication -- that is, they implicitly 
acknowledge that the Federal government should have a role in the delivery of 
various services to the public -- but a dramatically different one that focuses on 
objectives and results, not njles and procedures. There are lessons here for 
Federal civil service. 

These emerging results-based models of governance seem to have three 
basic elements in common: (1) an overarching Federal framework for the 
particular policy or program - goals, guiding principles, etc. that set forth the 
basic purposes of the initiative; (2) a set of tangible, clearly defined outputs and 
outcomes - performance measures, program objectives, anything but more 
njles; and (3) broad grants of authority to various governmental entities (for 
example, states and localities), with or without money, to design delivery systems 
and programs within that larger policy and program framework, so long as certain 
conditions are met. This is results-based government, and as a general 
proposition, it would seem to be eminently applicable to Federal human resource 
management. Indeed, this is precisely the HRM model that many of our best- 
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performing private companies employ, companies that are just as diversified (aixl 
vaiue-oriented) as the Federal government. Think of it as a “block granf 
approach to civil service, where the discretion to design and administer human 
resource management systems would be devolved to individual Federal agencies 
and their subordinate components - but wHh some institutional strings attached. 

First, the design and delivery of these civil service ‘subsystems' would be 
guided by an overarching, government-wide framework of common human 
resource management principles. That framework would be grounded in the core 
values that we have today: continuity, merit and equai opportunity, neutral 
competence and fair treatment, accountability and integrity - but it shouid also 
include new ones that recognize the demands of modem government; flexibility 
and responsiveness, quality and customer service, high performance at reduced 
cost. Devolution of civil service authority ~ both initial and continuing - would be 
conditioned upon conformance with these principies and vaiues. This would 
preserve the traditional strengths of the Federal civil senrice, but in a manner that 
wouid avoid the weaknesses of the present mle-based model. As a general 
‘rule* in this regard, these core principles and values would not be 
operationalized by rigid, uniform regulations, nor would agencies be judged on 
narrow technical compliance. Of course, there would still be a place for 
government- or even agency-wide personnel nrles (for example, establishing 
appellate systems or a common benefit program), but they would be the 
exception -- unless the other conditions of devolution are not met. 

Secondly, devolution of civil service authority would be conditioned on 
performance. Under this model, such authority would be earned; organizational 
freedom as the ultimate incentive - a privilege and not a matter of regulation or 
management right. This would go far to insure that discretion Is exercised 
responsibly. In this regard, initial block grant authority could be conditioned on 
an approved Government Performance and Results Act (GPRA) strategic plan, 
one with tangible performance objectives and hard output aitd outcome 
measures, and it would be periodically renewed only if those bottom line 
measures are met - after all, an agency’s human resource management system 
should contribute to its performance, and the GPRA offers a ready-made 
framework for establishing and assessing that contribution. These two 
conditions - conformance and performarKe - senre as the basic architecture of 
a truly reinvented Federal civil service, one that focuses on results rather than 
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rules, and offers considerable organizational freedom (for both managers and 
employees) as an incentive for achieving them. 

But how wiii we know if these conditions are satisfied? With GPRA 
performance measures, that detennination is relatively easy - organization 
either meets them or it doesn't - although there should be a grace or 
probationary period, or some flexibility in this regard, as agencies learn to 
develop measures and measurement systems that are up to this task. However, 
in the case of human resource management principies, conformance 
accountability becomes somewhat more problematic, a matter of judgment that 
doesn’t easily lend itself to a 1>y the numbers* approach. Nevertheless, such 
judgments can be made. These would clearly be the responsibility of a central 
personnel agency - in our system, OPM - albeit employing common sense and 
qualitative measures rather than strict compliance as the metric. There may 
even be a role for congressional authorizing committees in this regard. And what 
happens if these conditions are not met? If freedom is the reward, then the 
penaity - or the ‘default option* - is its revocation: a return to the rigidity of 
existing government-wide ruies and compliance. That dismal prospect - and the 
leverage that it wouid give oversight bodies ~ ought to be sufficient to deter most 
abuse, and it establishes an accountabiiity mechanism that is self-enforcing in 
many respects. 

This block grant model may sound somewhat far-fetched, but there is 
ample precedent for it. As noted. It has acquired “best practice* stature among 
many of our most progressive private employers. In the case of public 
management, you may already be familiar with the case of New Zealand, where 
central government ministries are mn by career ‘chief executive officers’ on 
fixed-term employment contracts; these CEOs are accountable to their ministers 
for achieving certain contractually-established results, and with that responsibility, 
they are given almost complete authority to craft their own human resource 
management systems. By all accounts, the country has not fallen into anarchy 
as a result. The United Kingdom, with its broad Citizen Charter organizations, 
has adopted a similar devolutionary approach to its storied civil service, again 
with encouraging earty returns. 

However, you may be surprised to know that this model has already been 
successfully employed by a number of Federal agencies, albeit without the 
results-based conditions proposed above. For ail practical purposes, the several 
agencies that successfully obtained CSRA demonstration project authority have 
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tested this approach -- for example, the Air Force's PACER Share experiment at 
McClellan AFB. In addition, the General Accounting Office has reported that 
several dozen Executive Branch organizations now fall outside the broad sweep 
of our unitary civil service statutes: for example, agencies involved in the 
regulation of the banking industry. State Department foreign service officers, arxf 
in the Defense Department, its military academy and senior service school 
faculties, and intelligence organizations. The latter is typical: several thousarrd 
civilian DoD employees are covered by an ‘excepted* civil service system that is 
described by its authorizing legislation in less than a page. However, those 
employees are still subject to merit principles, as well as to the Federal 
government's retirement artd health insurance plans, all on an exception basis. 

In this regard, it is interesting to note that 0PM still provides evaluation and 
oversight, but measured largely against broad principles -- on conformance with 
the ‘spirif of the law. in part because it has so few lettersi 

These Federal agencies and organizations have moved beyond our 
current dvil service system in part because its mie-based rigidity could not 
accommodate their unique missions. However, their needs are no longer so 
unique -- almost every Federal agency could use this kind of flexibility, and these 
pioneers have demonstrated that it can be devolved, albeit conditionally, without 
fear of widespread abuse. As noted, two of the necessary ingredients in this 
regard are already available: a strong set of common, overarching human 
resource management principles (merit, integrity, accountability, etc.) imbedded 
in the culture of the Federal civil service; and a new, government-wide system of 
output and outcome-based accountability ~ the QPRA, with its mandate for 
strategic plans and hard performance measures. Properly combined, these 
ingredients can form the basis for a new resuits-based civil service system, one 
that remains true to the original purposes of the Federal service without 
sacrificing the flexibility it needs to survive the 21st century. 

Now, such a prospect is frightening to some ~ they would argue that you 
cannot trust political appointees (or managers, or employees, etc.) with such 
broad civil service authority without risking widespread abuse. However, I 
believe that the incentives, conditions, and sanctions that attend such authority 
are a more than adequate substitute for ruies of behavior. Taken together, they 
would serve as a sufficient detenent against abuse in most cases - and in those 
cases where they do not there is always the default option. Moreover, the 
proposed human resource martagement policy framework proposed here could 
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still include rigid, government-wide rules (for example, prohibited personnel 
practices, due process requirements, veterans preference entitlements, even 
merit principles), but they would be the exception, promulgated only where there 
Is a compelling need for uniform treatment. And implementation of such authority 
could be incremental, perheips beginning where we have had the most practice 
with govemment-by-results: the several GPRA pilots that are currently underway. 

Gradual or otherwise, such radical surgery will eventually be necessary 
just to survive the turbulent environment of the rtext millennium. A a aile-based 
system is a comfortable tradition of civil servica, but it suboptimizes Federal 
organizations 2uxf employees. While it is hard to imagine an alternative to that 
system, a more flexible, bottom line approach to human resource management 
has become state-of-the-art in our private sector (our competition for the best and 
brightest in the labor market, and perhaps other markets as welll), and the 
Federal government faces a widening ‘performance gap' if continues to hold on 
to its security blanket of rules. On the other hand, there is the promise and 
potential of a results-based Federal civil service, agile and high-performing, but 
without any compromise in the core principles arxf values that have served it so 
well. Which course will it be? 
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Mr. Mica. We thank you and will now call on Charles Weithoner. 

Mr. Weithoner. Thank you, Mr. Chairman. 

The staff asked me to comment, in particular, on the impact of 
civil service regulations during a period of rapid and dramatic 
change. In the case of FAA, while I was working there, that was 
built around the strike of 1981. In that strike in August 1981, 
11,500 air traffic controllers went out on strike all at once. 

The President gave them 48 hours to come back to work, and by 
and large, they didn’t. So we had to proceed immediately with the 
termination of 11,500 people, following the procedures which Mr. 
Sanders, I think, correctly described as complex and arcane. To say 
that we were in a sea of paperwork is sort of an understatement, 
to process all those actions. 

The personnel regulations really had a big input. All those folks 
also had multiple levels of review and appeal, and we had to go 
through all of that, with procedures that were actually designed to 
handle cases one at a time, and we did it all at once. I am happy 
to report that, in well over 90 percent of the cases, we were sus- 
tained on ultimate appeal. We did follow the correct procedures 
and were sustained. 

Turning to the recovery from the strike, real quickly, in a very 
brief period we had to recruit, test, train, place, and promote a 
whole new controller work force. In that operation, we had, of 
course, the support of the President, and we got excellent support 
from the Office of Persoimel Management. They gave us the assist- 
ance, the flexibilities, the waivers that we required to move things 
more rapidly than we normally would. You could say we got the 
kind of support from 0PM that managers would like to get all the 
time, as a matter of routine. They were terrific. 

When the recovery was underway, we, of course, determined to 
change the way we managed the people in the FAA. We started on 
a whole range of things. For example, we did a lot of employee con- 
sultation. We drastically changed our management training. We 
began to consult employees on things like the evaluation of super- 
visors. We did attitude surveys, and we published the results. We 
followed up and took action on the problems that were identified 
in those surveys, and we did it on a regular, sustained basis. 

We also changed the way we dealt with labor unions. We started 
working with the union. Professional Airway Systems Specialists, 
that represented 9,000 of the technicians who maintjiin the com- 
puters, radars, and so on. And we developed a good working part- 
nership with them. That continues, has been expanded, to this day, 
and the concepts of that way of working with unions are now being 
developed in the air traffic work force. I hope we get similar results 
there. 

In that instance, the regulations were not really a factor; that is, 
you can change those kinds of things, the way you manage your 
people, the way you treat your work force, and the regulations just 
don’t come into play. 

We have a couple recommendations for the future. And on this 
one point, I speak for an organization of over 50 retired senior ca- 
reer FAA executives, people who rose to the top in air traffic con- 
trol, flight safety, electronic engineering, and so on. We formed an 
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organization — we have been in existence over a year — to try and 
help provide our input into the process of reforming FAA. 

One facet of that FAA reform, which is being considered in both 
the House and Senate, deals with personnel flexibilities. As a gen- 
eral proposition, we support the flexibilities that have been pro- 
posed in various bills being considered. The one we pick out as the 
most important of those flexibilities is the ability to pay more for 
certain locations where, historically, it has been very difficult to 
fully staff our facilities, and, second, to pay more for a limited num- 
ber of high-level technically complex positions. 

For example, one I worked on before I left was the recruitment 
of somebody who is a specialist in wing flutter. There are not a lot 
of people in that field. They tend to be highly paid, and we were 
unable to attract, at that time, the quality of person we needed. 
There are other flexibilities that would be nice, but that’s the one 
we would pick out at the top. 

Second, and referring now back — this is my own, not the organi- 
zation — there have been several references from the Chair and oth- 
ers, and witnesses yesterday, about the need to streamline and im- 
prove the disciplinary system. And when you do that, I hope you 
keep in mind that those removals do not always come just one at 
a time. I hope there is never a strike like the one we had. It was 
a tragedy. But if there is, you need some ability to deal with those, 
both in the removal process and in the appeals process, that doesn’t 
tie up such a huge chunk of the agency for so long. 

Second, I would suggest that the committee consider giving the 
President some sort of stand-by authority to deal with unions that 
conduct strikes. In this case, they did it openly. They established 
a strike fund, for example; PATCO, the controllers’ union, did. And 
they called it a “strike fund.” And we filed an unfair labor practice 
charge against the establishment of that fund, and we lost on that 
one. The authorities ruled that it was not illegal to establish a 
strike fund. 

Then, when the strike started, there was a fair sized number of 
people, who were union members, who did not go on strike. They 
stayed with us; they were working every day; they were going 
through picket lines, and so on. And for many months, we had to 
withhold dues for PATCO, PATCO on an illegal strike. For the con- 
trollers with us we had to take away money from their paychecks 
to send to the union. 

Also, it took months to go through the legal process to get 
PATCO decertified. I think, in an emergency situation involving a 
strike, a slowdown, or a sick-out, the President ought to have some 
exceptional authority to deal with those situations very rapidly. I 
would think, in terms of immediate decertification of a union that 
calls a strike. I hope the committee considers that sort of thing. 

Thank you for the opportunity. 

[The prepeu-ed statement of Mr. Weithoner follows:] 
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TO THE CIVIL SERVICE SUBCOMMITTEE 
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT 
U.S. HOUSE OF REPRESENTATIVES 
October 13, 1995 


Mr. Chairman, my testimony is based on my experience as the 
FAA Associate Administrator responsible for human resource 
management at the time of the air traffic controller strl)ce 
in 1981 and in the strl)ce recovery effort which followed. My 
recommendations on needed changes in personnel laws and 
regulations also reflect the opinions of the Senior Aviation 
Federal Executives - Retired (SAFER), an organization of over 
SO retired career FAA executives, experts in air traffic control, 
flight safety, electronic engineering, aviation medicine, 
aviation security, and other aviation safety specialties. 

My testimony covers three topics: (1) the actions required 
immediately after the stri)ce to remove strDcing controllers, 
ma)ce optimum use of controllers who remained on the job, and 
recruit and train new controllers; (2) the actions required 
to revamp FAA's management of its wor]c force; and (3) 
recommendations for changes in current laws and regulations. 

In August, 1981 over two thirds of FAA's air traffic controller 
wor)c force went on strl)ce for higher pay and greater benefits. 
After StrDcing controllers Ignored a warning from President 
Reagan to return to wor)c within 48 hours, over 11,500 were 
removed from their jobs. The removals represented a huge 
woricload because FAA had to follow the elaborate procedures 
designed for the firing of individuals, one at a time, on the 
basis of their poor work or poor conduct. Those 11,500 removals 
were successfully pursued and, although thousands of cases were 
appealed through administrative and judicial processes, well 
over 90% of FAA's actions were sustained. 

We had to recruit and train new people to fill the vacant jobs. 
Getting applicants was no problem, over 100,000 people applied. 
Picking the right people and getting them trained was difficult. 
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However, personnel regulations were not a serious obstacle. 

Thanks to the President's support and excellent fast work on 
the part of the staff of the Office of Personnel Management, 
we were given the waivers of regulations and other flexibilities 
we needed to test, train, promote, and place new controllers 
where they were most needed and we did as rapidly as the control 
towers and centers could absorb new trainees. You could say 
that FAA, in a time of emergency, got the support managers would 
like to have as a matter of routine. I am also mindful that 
hundreds of FAA people did high quality work for long hours 
over many months to make it all work out and to keep the air 
traffic control system safe during the recovery period. 

As soon as the most immediate strike-related problems were 
resolved and FAA was on its way to recovery, we began a major 
effort to change the way FAA managed its employees and worked 
with our employee unions. These efforts to change an entrenched 
culture also required a massive effort and are, in certain 
respects, still in progress. Here too, personnel laws and 
regulations were not a significant factor. We could do almost 
all the things we needed to do. We launched a major effort 
which included: comprehensive and sustained employee attitude 
surveys, improved management training, expanded consultation 
with employees, and development of new screening tests for 
identifying the best new recruits. 

Working closely with the Professional Airways System Specialists 
(PASS), the union which represented 9,000 maintenance 
technicians, we began a program of cooperative work on 
substantive plans and problems, problems not covered by union 
contracts. This program, jointly managed by PASS and FAA, has 
grown substantially and has been a real success. Those 
principles of joint union-management efforts are now being 
applied in air traffic control and, in my opinion, show great 
promise for improved relationships with the National Air Traffic 
Controllers Association and the controllers they represent. 

With regard to changes needed in personnel laws and regulations. 
Senior Aviation Federal Executives - Retired, endorses 
legislative proposals now being considered in the House and 
Senate which would strengthen FAA In several respects. One 
facet of those proposals would give FAA authority to devise 
many of its own personnel systems geared to the problems with 
which FAA must deal. The most Important of these flexibilities, 
in our opinion, is the authority to Increase pay for certain 
FAA employees. Flexibility is needed to help recruit and retain 
employees in a relatively small number of locations. Pay 
flexibility is also needed for a limited number of highly 
technical jobs in aeronautical engineering, electronic 
engineering, computer software development, and other specialties 
for which FAA has historically been unable to pay enough to 
attract top talent from outside government. 
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Finally, I urge the Subcommittee to consider the need for 
legislation to cope with Illegal jobs actions, and perhaps with 
other emergency situations. Under present law, strikes by 
Federal employees are Illegal. But If a union calls a strike 
In violation of the law, the Government must go through a legal 
maze to respond. For example, when PATCO went on strike, some 
union members remained on the job. FAA was forced to deduct 
union dues from the salaries of those who did not strike . It 
took months to proceed against PATCO. 

I believe the President needs a stand-by authority to deal 
swiftly with unions which conduct, encourage, or fall to take 
action to end any job action - strike, slow down, or sick out. 
Such a union should be Immediately decertified. The Subcommittee 
should also consider streamlining the procedures for disciplinary 
action against any employee who goes on strike or engages In 
a slow down or sick out. Appeal rights such an employee may 
have should be limited and susceptible to quick resolution. 

We appreciate the opportunity to present our views to the 
Subcommittee. 
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Mr. Mica. Thank you both for your testimony. 

I have a couple of questions for you, Mr. Sanders. You suggested 
a range of options to make organizations more flexible. The Gov- 
ernment Performance and Results Act, which you referred to, pro- 
vides some of the results-oriented focus that appears consistent 
with what you recommended in your testimony. How would you 
manage a transition between a rules-oriented and a results-ori- 
ented system? I believe you advocated a move toward a results-ori- 
ented system. 

Mr. Sanders. I think you’re right, Mr. Chairman. I think the 
Government Performance and Results Act may actually provide the 
vehicle for that kind of transition. There are some 70-odd GPRA pi- 
lots, I think, in various stages of implementation right now. I’ve 
done some research on them, and, as best I can tell, I haven’t found 
any that are using the human resource management flexibilities of 
GPRA. I’m not sure why that is. 

But I guess I would encourage those pilots to begin looking at 
some sort of linkage between the hard outcome and performance 
measures that GPRA is requiring and flexibilities in the rules, 
moving away from a rule-based system, as the law currently allows 
to some extent. 

GPRA is limited in the human resource management flexibilities; 
it primarily focuses on compensation. Perhaps that could be broad- 
ened so that it is not just pay that is the focus, but intake, and 
classification, and deplo 5 nnent, and expanding and contracting, 
some of the issues that you’ve heard this morning. 

I would use those pilots as the laboratory. I don’t want to suggest 
a laboratory like the CSRA demonstration projects, because I’m not 
sure that they were an effective one, but certainly a laboratory to 
experiment with a results-based system. 

Mr. Mica. One of the other things that has concerned us, we 
talked yesterday quite a bit about ways to deal with poor perform- 
ers. And we also deal here with Government employinent, which is 
different from private sector employment, and certain rights that 
have been established. 

How would you balance those rights in public employment and 
create safeguards for employees to incorporate into such a system? 
Again, trying to devise something that recognizes that you have 
public employees with certain rights, yet get to a system with a dif- 
ferent basis than in the past, what safeguards? 

Mr. Sanders. I don’t think the fault lies in the notion of protec- 
tion against arbitrary action. I think that’s a core value that’s 
worth preserving in the civil service. Again, it’s a matter of how we 
operationalize that. We’ve got an appellate system that looks like 
the wiring diagram for a missile guidance system; it has become 
very, very complex and legadistic. And when it comes to taking an 
action, that, I think, is what is so intimidating to managers and 
employees alike. You just can’t wade through it; it takes years. 

There was one very famous case, Mr. Chairman, I can’t remem- 
ber the citation, where the appellant passed away before his case 
had run its course. Again, it’s not the protections themselves but 
a different way of operationalizing them. 

That’s going to take some experimentation, but I would look to 
the private sector and the organized private sector where they use 
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what amounts to a small claims court, labor arbitration, to resolve 
the overwhelming majority of workplace disputes. They have ex- 
perimented with alternatives to that system, and it has become 
very, very streamlined. You just don’t have the same kinds of legal- 
isms that we’ve built in the public sector. 

Mr. Mica. Yesterday we heard some calls for a limit on appeals 
and for a timeframe limit. You’re saying that we should explore ar- 
bitration as an alternative. Would that be a one-stop opportunity? 
Is that what you’re advocating? 

Mr. Sanders. I would certainly recommend one of the guiding 
principles be a one-stop shop, as opposed to the system we have 
today which permits a lot of form shopping, where you can literally 
pick and choose. In some cases, you get a choice. In some cases, you 
can pursue multiple forms at the same time. Frankly, when you 
look at the root issue in many of these cases, it stems from the 
same fact base. So I think a more streamlined single forum would 
have some merit. 

Mr. Mica. One final question I wanted to ask is, in a transition, 
people are accustomed to doing things in a certain way and one of 
the hardest things to implement in any activities of Government is 
change. What kind of a transition would you recommend? Is this 
going to require instant shock therapy, or do you advocate some 
type of progressive approach in implementing these changes? 

Mr. Sanders. Mr. Chairman, the book would say the latter, but 
I’m not sure the public is going to afford the Federal Government 
that luxury. We faced that, to some extent, in the Defense Depart- 
ment. You know, all of the authors say you sit back and you look 
at the organization and you reengineer it, and then you cut your 
work force to meet whatever you have come up with. In our case, 
the cuts came first, and we reengineered to fit. 

I think, frankly, that’s what the Government is facing. The good 
news and bad news of all the reductions is that it serves as an en- 
gine to drive the change in that culture. I mean, granted, there are 
casualties, and that’s the sad part. On the other hand. I’m not sure 
the bureaucracy would change without that kind of impetus. 

Mr. Mica. Thank you. 

Mr. Weithoner, you recommended that we give the President spe- 
cial authority to deal with some of these work disruption situa- 
tions, and I think your recommendation was decertification of the 
unions. Is that the sole way we can deal with this? 

Mr. Weithoner. I think it’s, administratively, about the only 
way you could deal with a union. You could provide for lesser pen- 
alties, but I don’t see that a lesser penalty would be called for, if 
a union actively, openly supports a strike that is against the law. 
It’s clear; it’s not an ambiguous situation. Decertification would end 
their dues withholding, and it would cutoff their official ability to 
deal with the agency on matters in the work force. 

Mr. Mica. I’m not aware of many situations like you deal with. 
Is this something that we absolutely must address in any reform, 
or is it just a protection that you think we should have in our back 
pocket in case we need to use it? 

Mr. Weithoner. I couldn’t call it an absolute necessity for the 
reason you mentioned. To my knowledge, it’s only occurred once on 
a scale like this. On the other hand, if another one comes along in 
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10 years or 20 years, there is no time to get through the Congress 
changes that would provide that sort of authority. 

I also think that, if such an authority were established, it would 
have an impact on unions that might be considering some sort of 
illegal job action, whether it was a strike or the more different 
things to deal with, sick-outs and slowdowns. And I would like to 
see some authority for the President to deal with those, a club, if 
you will, to hold over the head. If the actions are illegal, they 
shouldn’t be doing it. 

Mr. Mica. I imagine you will stir up the pot with that rec- 
ommendation. 

Mr. Weithoner. I’m sure. 

Mr. Mica. But we will consider your ideas. I will now defer to 
the gentlelady from Maryland. 

Mrs. Morelia. Thank you, Mr. Chairman. I would like to ask 
unanimous consent that an opening statement be included in the 
record. 

Mr. Mica. Without objection. 

Mrs. Morelia. Thank you. I won’t even read it. But I do want 
to thank you for this second in the series of very important hear- 
ings that we’ve had on civil service reform. And I’m very pleased 
that we have, also, the unions coming before us and some people 
who are experts in this area. 

[The prepared statement of Hon. Constance A. Morelia follows:] 
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I would like to commend Chairman Mica for calling this 
second hearing to examine the overall framework for reforming 
human resource management in government. There, of course, 
will be more specific hearings over the next few weeks. 
However, this is an appropriate and critical start. 

I made a very detailed statement yesterday, and today I plan 
to keep my remarks short. This obviously will delight the 
Chairman. However, I would like to make a few key points. 

The changes affecting the federal government dictate a 
more responsive human resource management system. No one 
can argue against that. Yesterday, agency representatives 
strongly supported reform that would increase the flexibility in 
the current system, while establishing accountability for 
managers and executives. I mentioned and several of the 
panelists echoed that reform must also focus on assuring the 
integration of human resource management policies (and 
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programs) with mission accomplishment. I believe that this is 
crucial if we are going to have meaningful reform. 

Clearly, we are going to have to do something to create 
better performance management, hiring, and pay systems. In 
light of the amount of downsizing on the horizon, I don't believe 
we can look the other way on RIF reform any longer. The 
procedures are outdated. 

We must examine the intent of the probationary period. Is 
it "results" or "competence" based? I also believe probationary 
periods structured around occupations have some validity. 

The final reform package must allow for greater partnerships 
with the private sector. We should examine whether it makes 
sense to extend the Administration's idea of nonreimbursable 
details (tryouts) to private sector organizations. 

We must strengthen the linkage between training and the 
agency's strategic plan. It is also important that we carve out 
the most effective role for the Office of Personnel Management 
in reform. 

But, I feel very confident that with the insight of the 

employee groups and other advocacy groups assembled here 

2 
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today we can create a system that works and achieves the 
results necessary for effective human resource management. 

Again, i would like to thank Chairman Mica for calling this 
hearing. I look forward to hearing from the witnesses. 
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Mrs. Morella. I was interested. Dr. Sanders, in perusing the 
testimony you submitted, because you used the term with great fre- 
quency, “block granting,” and that’s something we hear a lot of 
around here, the “block grant concept” and “results-based.” I won- 
der if you would elucidate a little bit more on the implications of 
that. Are you talking about flexibility in terms of block granting or 
demonstration programs? 

Mr. Sanders. Flexibility, primarily, and not in the traditional 
model of a demonstration program. I think we’re talking about 
building an overarching framework for our civil service that deals 
with the core principles we’ve always had but without all of the 
rules that implement those values. But within that framework, ba- 
sically letting agencies and organizations design systems that meet 
their needs. 

There is a difference between that, which I would characterize as 
devolution of authority, and delegation of authority. We tried the 
latter with the Civil Service Reform Act. It basically was an effort 
at better rules and giving managers authority within those rules 
to make decisions. But those managers had no authority to actually 
craft personnel systems that met their mission, met their cus- 
tomers, met their environment. 

So I would suggest devolving that kind of authority. The twist 
here is that it would be conditional. You would literally hold that 
freedom hostage to meeting the bottom line and conforming with 
those core principles that we would establish for public service. 

Mrs. Morella. How should procedures — speaking of demonstra- 
tion projects that I mentioned — ^how should procedures that sur- 
round demonstration projects be changed so there are the needed 
flexibilities emd the inducements for creating innovative systems? 

Mr. Sanders. Well, let me contrast with the current system 
where the procedures are so daunting that they literally deter ex- 
perimentation, with public hearings and project plans that become 
etched in stone. That’s not the sort of laboratory conditions, I 
think, that are conducive to innovation. 

My own view is to basically condition demonstration project au- 
thority on a strategic plan approved under GPRA, something that 
says, here are your results measures; here are your performance 
indicators. So long as you are meeting those indicators and so long 
as you remain true to those broad principles, then you would be 
permitted to experiment. 

It would be revocable. If you don’t meet the bottom line, if you 
depart from those principles, then the default option is, you go back 
to the web of rules that we have today. But I would make it much 
easier to allow that kind of innovation. 

Mrs. Morella. I would like to turn to Dr. Weithoner. Is that how 
you pronounce it? 

Mr. Weithoner. I’m not a doctor, but that’s my name, yes. 

Mrs. Morella. Well, if you’re my constituent, I can call you a 
doctor. [Laughter.] 

Mr. Weithoner. Thank you. 

Mr. Sanders. Honorary degree. 

Mrs. Morella. Like a professor. 

Mr. Weithoner. I am your constituent, so I accept the title. 
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Mrs. Morella. I know you are, and Fm delighted that you’re 
here and you bring the expertise to our hearing. How would you 
suggest that we streamline the appeals system while at the same 
time preserving individual rights? 

Mr. Weithoner. I think, essentially, the way Mr. Sanders indi- 
cated, provide one level of appeal. I think, to be fair to all parties, 
that appeal ought to be to someone outside the agency, not involved 
at all in the original decision. I think, with those two steps, that 
would make, all by itself, a ^eat improvement. 

Mrs. Morella. I would like to ask — we’ve had legislation to do 
that — I would like to ask both of you, what private sector practices 
do you think would most effectively apply to these kinds of 
changes? What could we implement from the private sector? 

Mr. Weithoner. Well, Fll pick two: One, I mentioned is the abil- 
ity to adjust pay without making a Feder^ case of it, in a limited 
number of situations. And second, Ron also referred to this, the 
ability to recruit rapidly, and without referral to other agencies, for 
a limited number of jobs, highly technical jobs or jobs that are very 
difficult to fill. 

Mr. Sanders. Let me pick a more strategic practice, something 
that the GAO witness alluded to yesterday. I think many of the 
best performing private companies, particularly those that are very 
diversified, not unlike the Federal Government, have concluded 
that a one-size-fits-all approach to human resource management 
doesn’t work. And their corporate approach to HR is basically to set 
results measures and to establish a set of company values and per- 
sonnel mlicies without getting so specific, and then let their oper- 
ating ctivisions craft tmngs that meet their needs within that 
framework. 

Mrs. Morella. As you look at the individual differences, and 
combining what both of you have said with regard to the ability to 
hire, to adjust pay, do you run into problems from agency to agen- 
cy, department to department, when you have inconsistencies? How 
do you handle that, if, in fact, you believe you do? 

Mr. Weithoner. My guess is that you would run into some prob- 
lems with people who feel they are treated differently. My conten- 
tion would be that if you keep basic pay structures, basic benefits, 
like retirement and health benefits, the same, that that provides 
enough uniformity across Government lines. Government agencies, 
employees, perhaps even the Congress would learn to tolerate a lit- 
tle bit of difference from one organization to another. 

The price we pay for this uniformity is very high. I would hope 
we would permit a little diversity in that respect. 

Mr. Sanders. I would certainly agree. Fm not sure sameness is 
something we ought to pursue. A job in one agency with a research 
and development mission literedly may be valued more than that 
same job in another agency that has service delivery as its func- 
tion. Yet today we say they are of equal value, and we have vol- 
umes and volumes of rules to try to force-fit that equality. Fm not 
sure that that’s worth all of the trouble. 

Mrs. Morella. Well, Mr. Chairman, I will yield back any time 
that is remaining, in the interest of pursuing the issue. Thaidc you. 

Mr. Mica. We have been joined by our ranking member, Mr. 
Moran. 
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Did you have any opening comments, and would you like to ques- 
tion two of the witnesses? The third just arrived; we will get to him 
in a second. He is going to be penalized for coming in late. 

Mr. Moran. Mr. Chairman, we can move on to the third witness. 
We have a number of witnesses today, and I made a statement yes- 
terday, so I don’t need to take up the room’s time now. 

Mr. Mica. Mr. Dunlop, with whom I served in the Senate, has 
arrived late. It is the custom of our subcommittee to also swear in 
the witnesses, so, George, I’m going to ask you to stand and raise 
your right hand. 

[Witness sworn.] 

Mr. Mica. Do you promise not to be late again? 

Mr. Dunlop. Yes, sir. 

Mr. Mica. All right. 

Mr. Dunlop. You all are operating more promptly than has been 
the experience. 

Mr. Mica. Yes. You’re used to the Senate side, George, where 
they are tardy. We start right on time here and have a penalty box 
if you’re late. So you have 4 minutes and 32 seconds to summarize 
your remarks. Your entire statement will be made part of the 
record. So if you would like to begin. 

Mr. Dunlop. Thank you, Mr. Chairman. 

For the record, my name is George Dunlop. I reside in Arlington 
and Richmond, VA, and earn my living in private business. I have 
had some 30 years’ experience in direct professional relationships 
with the Federal work force, including that time which began in 
1986, when President Reagan appointed me Assistant Secretary of 
Agriculture. For 35 months, I served on the line with responsibility 
to the President and to the Congress for the performance of the two 
largest agencies of the Department of Agriculture: the Forest Serv- 
ice and the Soil Conservation Service. 

My prepared remarks address my view that civil service reforms 
can be successful only in the context of more extensive govern- 
mental reform. In summarizing my testimony, permit me to focus 
on the subject of accountability that you asked me to address, spe- 
cifically, in your invitation to me. 

“Accountability” is the key word, I believe. And indeed this one 
word sums up the challenge of this committee and the Congress in 
tr 5 dng to figure out how to induce elements of personal responsibil- 
ity and organizational accountability into bureaucracies that, by 
definition, find such notions radical and unnerving. 

In my experience, any reforms that you consider should be able 
to satisfy this test: Does the reform encourage accountability and 
responsibility by individuals who provide leadership to the bu- 
reaucracies? 

On page 4 of my prepared remarks are six bulleted items that 
list my recommendations, and I might draw your attention to 
those. In my experience, it’s my counsel that you consider increas- 
ing the number of individuals who are directly accountable to high- 
er authority in the executive branch. This would include increasing 
the number of Senate-confirmed appointees, both political ap- 
pointees and civil servants, who are directly accountable to the Sec- 
retaries, to the President, and to the Congress. 
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I think you should increase the number of direct hires and fires 
that work for these people, that the tools of personnel management 
can be used with, that is, in hiring and firing them, in promoting 
them, in commending them, in awarding them, and, yes, if nec- 
essary, in reprimanding and penalizing them. 

And then I think, also, that this would involve increased num- 
bers of senior executive service officials who are accountable to the 
Assistant Secretaries. In my experience, the SES reform was a 
great idea, but all of these guys are staying up here in the central 
headquarters in Washington, and they should be out in the field. 
They should be using their managerial experience, built over 25 
years of professional service, to induce accountability on the line, 
in the field. 

Second of all, I believe that you should streamline the proce- 
dures, that are very cumbersome right now, for Assistant Secretar- 
ies. That is, those people responsible on the line for performance 
who participate in the selection of SES officials, promotion of civil 
servants to the SES, and in other civil service personnel actions. 

I believe, on the third bullet, that you should require agencies to 
submit biannual goals and objectives, do some strategic planning in 
a formal way that is reported to the Secretaries and to the Con- 
gress. Then you would be able to have these organizations focus on 
measurable outputs, not on the process-focus that bureaucratic or- 
ganizations, whether they are in private business or in Govern- 
ment, like to do. 

Next, I think if you streamlined the procedures whereby the As- 
sistsmt Secretaries, the people on the line, could develop and meas- 
ure specific performance requirements for each individual civil 
servant, you would find that there would be increased opportunity 
to provide for measurable outputs, getting away from this process 
and how many meetings one attends, and get to the bottom line of 
what we’re trying to accomplish. 

And, finally, I would mention that I think streamlining proce- 
dures whereby Federal employees may be terminated for poor or 
wrongful performance is very important. Elimination of the entitle- 
ment to perpetual Federal employment enervates the bureaucracy, 
demoralizes the senior civil servant executives who have to put up 
with gross incompetence. It is really a punishment to them; it 
drives them crazy. And if they had that authority to remove people 
from perpetual employment, it would be a great improvement. 

As regards the comparison to the two agencies I had, I commend 
the Natural Resources Secretariat. I had two agencies, the two 
largest maybe in the Government, 55,000 people total. The Forest 
Service was the epitome of an organization that was an entre- 
preneurial, change-oriented organization dedicated to increasing its 
efficiency and effectiveness and seeking to accomplish increased 
measurable outputs of every commodity and service. Forest Serv- 
ices executives tried constantly to motivate its people to think inde- 
pendently and to take meaningful risks. 

On the other hand, the Soil Conservation Servic*' was an organi- 
zation of fine, dedicated people, totally captured l y what President 
Reagan called the “Iron Triangle,” the total epitrme ' f an organiza- 
tion that existed for the benefit of the people who worked in it. And 
if there were any material benefits that happened to inure to the 
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American people as a result of their activity, great, but they existed 
as an organization that existed for their own benefit. And that’s 
really the dirty little secret of the governing class in America 
today. 

So those two agencies might be a great opportunity for you all 
to use as a laboratory to further your investigations. 

I thank you, Mr. Chairman, and of course will be available to an- 
swer any questions you may have. 

[The prepared statement of Mr. Dunlop follows:] 
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Tcftimoiiy before the U. & Honee of Rcpreiaitativcs 
Cooimittce on Govenmcot Heform end Ovcnight 
SnbcoDiiiiittee on Civfl Service 

Mr. Chainnan, my name is Geoige S. Dindop. I reside in Arlington and Rkfamcmd, 
Virginia and earn my living in private busness as a management consultant and as an 
e ntr epreneur spedabsiiig in business start-ups and international trade. 

I thank you and the Subcommittee m en A ets and staff for your interest in inves tigatin g 
ways in which the federal work force can be managed more efficiently and effectively, and 
am pleased to comply with your request to share my experience with you at this heating 
today. 

My experience in dealing with the career civil service spans almost 30 years, b^inning in 
1966 when iny fost real experience in working with a federal bureaucrat was my DI at 
Parris Island. 

Bqimiiiig in 1973 I served as a constituent relations specialist for a United States Senator. 
As you know, this involved daily wwldng reiationshq» with employees of numerous 
fed^ agencies - ranging from the rdativety junior dvil servants in bureaus to Cabinet 
Secretaries. In 1981 1 became the Chief of Staff for foe Senate Committee on Agriculture, 
which involved mqor investigatory and oversight responsibilities into the operations and 
activities of the Departments of Agriculture and State, and a number of independent 
agencies, as well w work with the Congressioiial services bureaucracies. 

In 1986 President Reagan appointed me Assistant Secretary of Agricuhure. For thirty-five 
months I had responsibility fi>r the per fi mnanceoffoe two largest USDA agencies, foe 
U.S. Forest Service and foe U.S. Soil Conservation Service. The Forest Service had at 
that time some 36,000 empipyees and managed some 42,000 volunteers. TbeSoQ 
Conservation service had some 14,000 employees and about 2000 vohmteas. Also, I was 
responsiUe for significant coordination wifo other Departments and Agencies, inchidtng 
the Departments of Interior and Justice and the Environmental Protection Agency and foe 
WUteHouse. hty most pertinent experience was in dealing with Senior Executive 
Service executives and th^ stafife who ran these agencies, and my testimony today is best 
understood in the context of my experienee in managing these highly accomplished 
professionals. 
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Agenda. Chamnan Mica asked me to testify to my experience in managing federal 
agencies during periods of change, with particular emphasis on overcoming impediments 
to efiScient and eflSKtive management and accountability of the federal work force, the 
relationship of political appointees and career dvil servants, and a comparison of agencies 
with which I was involved. 

Hoe are my insights on these topics, one-by-one: 

1. Accomplishing Change 

Change requires leadership, strong and courageous leadersMp with vision, effective in 
explaining the rationale for change and in providing the moral authority to accomplish it. 

The Reagan Administration and the Assistant Secretaries nho were directly reqmnsible to 
be agents of that chaitge feoed overwhehning opposition to change. Civil Service reforms 
must be undertaken in the context of more extosive governmental reform. 

Iran Triangle. President Reagan himself addressed the impediments we feced by 
identifying what be called the “Iron Triangle” — the combiiied forces of those vriio have an 
insatiable desire to grow their programs and power 1) the entrenched civil servant 
bureaucrades in the executive branch agendes; 2) the entrenched elected bureaucrades in 
the Congressional committees responsible for agency authorizations and appropriations, 
and, 3) the entrenched special interests outside of government which benefo directly and 
personally from government programs, moix^Ues and other accretions of power into the 
hands of a governi n g dhe. 

The nasty little secret of the govetnitig class in mry sodety is that they know that the 
propensity of government is to exist mostly for tlw benefit of those govern. 

Diminishing the overwhehnii^ power of the iron triangle is the first step in providing 
(qrportunities firr responsible char^ in marnginfl govennnent for the effident and 
effective benefit of tte people. People nho love liberty will protect that liberty by making 
it difficult for the iron ttiat^e to fimetion eSectivdy. 

Bi-Anniud Badgcting. Another massive inefficiency inherent in the system is the atmual 
budget process, particularty in circumstances in wind Congress carmot seem to corrqrlete 
its budget work before the beginning of the fiscal year. 

Durit^ my watch at USDA, I strong advocated a bi-annual budget fi>r the Forest 
Service, and was successful in persuading 0MB and the Appropriations Committees to 
institute a trial, which as 1 recall, was first used for FY-1990. Atwo-year 
budget/appropriations cyde firr federal agendes would resuh in enornKms savings in time 
and money firr the Agendes and the rdevant Congressional Comnattees. 
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Ineflicieiit Work Role*. federal dvii servants are highly motivated people who 
are eager to perform with excellence. Many work rules in place impede these people. In 
my experience, rules and peer pressure that prohibit employees fiom working extra hours 
ties the hands ofthose eager to accomplish more. Also, the typical bi-weddy 9 work day 
arran g ement, in which some civil servants tdre their 10th day off on Monday and othen 
take theiis on Friday essentially means that the only days in which decisions can be arrived 
at are Tuesday through Thurs^ each week. This creates massive inefiBdency and is 
maddening to people who ate trying to get things accomplished. 

Examples of change oriented reforms I recommend include these; 

• Require SES Executives to be asagned outside their agendas for promotion; 

• Term limits for Congressmen or at least for Committee Chairmanships; 

• Strict limits on use of federal funds for lobbying, and restridions on grants and 
contract awards to organizations tied to public advocacy; 

• Appropriations line hems should be made transparent and public; 

• linehem veto for the President; 

• Decentralize federal bureaucrades away frenn Washington; 

• Turn reqxmsibility for government back to the States or the private sector, 

• Provide for bi-annual budgeting, allowing carryover of unspent appropriations into the 
second year. Change budget/^)pro{»iati(»s accounting firm “as planned” to “as 
performed.” 

2. Accountability 

In tins one word is your challenge, to wh: how can Congress induce elements of personal 
responsibility and organizational accountability into bureaucrades that ate, by definition, 
alniost inhoently abhorrent to sudi notions? 

In iny experience any refirrms you conader to the Civil Service Reform Act of 1978 
should be able to sa^ tins test; does the refor m encourage accountabilitv and 
responsibilitv hv ii«Hivirin.U who provide tn th*. biHwnirrarii.*? Ifyou 

accomplish this, you win greatly motivate and engxrwer the Senior Executive Service. 
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As a corollary, I recommend you provide for streamlined, practical and eflbctive means 
ndierdiy dvil servants of all levels who do not meet rigorous standards for performance 
may be dismissed. In my experience, the virtual entitlement to permanent enqiloyment by 
federal civil servants, no matter how unsatisfectory or wrongful one’s performance, 
enervates bureaucracies and demoralizes leaders. 

Exanqiles of important reforms to encourage better accountability include these: 

• Increase the number ofindividuals directly accountable to higher authority: 

♦ Increase Senate confirmed appointees accountable to Cabinet 

Secretaries/President; 

♦ Increase numbers of Schedule C’s accountable to Assistant Secretaries; 

♦ Increase numbers of SES officials accountable to Assistam Secretaries, 

• Streamline procedures vdierdiy Asastant Secretaries may partidpate in the SES 
selection process and other senior dvQ service personnel actions; 

• Require Agendas to submit bi-annual goals and objectives focused on measurable 
outputs (not process) and require bi-annual performance reports; 

• Streamline procedures vdiereby Assistant Secretaries may develop and measure 
specific performance requirements for dvil servants. Provide thMe performance 
requirements to focus on measurable outputs — not bureaucratic process; 

• Streamline procedures whereby employees may be terminated for poor or wrongful 
performance. Eliminate the entitlement to perpetual federal employment; 

• Make dvil servams personally and individually responsible for violations of law, 
wrongful acts, gross incompetence and n^gence by themselves or their agendes. 


3. Comparison of Agendes 

My experience in worlring dosely with the senior dvil servants in my agendes at the 
Department of Agriculture gener^ caused me to be veiy fevorably inqnessed with thdr 
Ugh degree of professimialism, technical and personal competence, and thorough 
dedication to their agendes and their missions. 

Forest Smice. The U.S. Forest Service in this period was the qritome of an 
entre p reneurial bureaucracy that was thoroughly dedicated to increasing its effidency and 
efihcriveness, always sedd^ to aoconqdiah increased measurable ou^xits of eveo' 
commodity and service, and to motivate its people to tUnk independortly and take 
meaningful risks. 
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Chief F. Dale Robertson and Deputy Chief George Leonard, career civil servants, were 
two of the most energetic and e^usiastic people 1 have ever met, and their leadership 
made hsdf fidt thrxMghout the entire organization. They paid carefiil attention to the 
policy direction the Admunstration and Congress provide^ and were self-confident 
enough to ofier counsel and advice on policy and practical operations. Secretary Richard 
Lyng often said that the Forest Service was the Marine Corps of civilian agencies. Durirtg 
my watch, we increased outputs by more than 20%. 

While time does not permit a detailed review here, I strongly recommend the Committee 
interview fixmer ChirfRobertson and the SES civil servants who wtHked lor him. I 
bdieve they can provide you with a long list of recommendations about how Congress can 
increase the practical workings of the fiedeal bureaucracy drawn fiom thdr extensive, 
real-world estperienoe in tnanaging one the largest federal agencies. 

Note weD that I caution you this; If every federal agency operated with the enthtwasm, 
espirit d’eotps and eflfeefiveness of the Forest Service, Pm not sure how long we’d keep 
our liberties. President Reagan used to say that the American people can be thankfiil that 
we don’t get all the gov e rnm ent we puj fix. 


Soft Conservathm Service. During my tenure this agency was almost the opposite of 
the Forest Service. It was then (and may yet be) an epitome of an agency caught in the 
Iron Triangle, opemtiiig for the benefit of the employm and those who directly benefited 
fiom hs monetary dMwrsements. To fised fire Iron Triangle a steady stream of those 
indentured to its plantation, the SCS had the unreasonable requirement that line employees 
must have Ughiy specialized and highly technical educations and dqrees. 

The Reagan Administrati on struggled with the SCS Iron Triangle to re-ditect the mission 
to providing technical assistance and away from pork-barrel programs and self-serving 
activities. We had much success in getting the ^S executives to understand the 
importance of inducing dements of accountability focused on measurable outputs into 
individual petfixmanoe standards, but I don’t befieve most of what we accomplished 
survived more than a year or two after we left. The SCS CUefwas a political appointee 
who meant wcli, but who went completely ‘iiative’’ in the fece of the unrelenting assault of 
the Iron Triangle. The SCS would be a good prospect fix a case history of how an 
or ganizat ion with an important and helpful nusBon is completely enervated and entrapped 
by bureaucntic inefficienGy. Deqiite d the dHBwiitiiM, we accomplished a 13% increase 
in efifidency in the operatioiis of SCS during my watch, accon^ to the USDA ofiBce 

of Budget and Program Aiudyais. 

I believe fins demonstrates that enormous opportunities fix increased eflkiency can be 
captured by vigorous and determined leaders held accountable fix specific pcrfixmance. 
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Mr. Mica. Thank you, Mr. Dunlop. A couple of quick questions. 
We heard you talking about increasing the number of people con- 
firmed by the Senate; is that correct? In policy tsqje positions, I 
would imagine, you were advocating, or key management positions. 
Part of the testimony we heard yesterday was actually suggestions 
that we reduce, for example, the number of Schedule C’s. Ms. 
Homer, a former 0PM Director, said that a lot of those folks get 
in the way. So she asked that we have fewer of those. 

You are saying that the number of people at a policy level or 
management level with Senate confirmation, be increased. Also, at 
this time, the Senate is cutting or recommending a cut in the num- 
ber of political appointees, fi-om 3,000 to 2,000. My figures may not 
be right, but there has been some move toward that. Your empha- 
sis, if I’m correct, is on the people who are setting policy or in- 
volved in management, and increasing that number; is that a cor- 
rect assumption? 

Mr. Dunlop. Yes, sir, I think so. That’s my experience. 'The key 
is to induce elements of accountability for people. Now, if you were 
going to totally reform the civil service, incorporating all of the 
other bullets that I had, that might not be necessary. If you were 
going to allow the senior executives themselves to ^smiss people 
and not have to go through all of this 40-year rigmarole to try to 
get somebody disciplined or dismissed, then that might not be so 
important. 

But what I’m getting at is the necessity to have people, yes, in 
policy, but also in management, which may include ^ople who 
come and go or people who stay a long time. You know, the nature 
of political appointees is to have a mind-set when you go in that, 
you know, “Fm here for a short time. I’m here for maybe 19 
months.” That’s the average tenure of an Assistant Secretary; mine 
was 35. But, you know, you tend to have an idea that “I’m going 
to come in, £uid then Fm going to go.” But you might want to have 
Senate confirmation or other accountability for people that would 
plan to stay longer. 

Mr. Mica. Well, another interesting point you raised was trying 
to get the SES out in the field. As the new chair of this subcommit- 
tee, I was absolutely stunned to find the number of people that are 
in Washington, DC, or within a 50-mile radius. I think it’s over 
350,000 Federal employees. Mr. Moran has somewhere in the 
neighborhood of 50,000 or 60,000 just in his district and Mrs. 
Morelia has a pretty high number in her district. 

One of my interests is to try to get some of these folks, in addi- 
tion to SES, out into the field. Am I headed in the wrong path? 

Mr. Dunlop. Oh, no, sir, I think you’re exactly right. In fact, you 
know, the SES, these are the creme de la creme; these are the pro- 
fessionals. These are the most accomplished people in the entire 
Federal service, if there is any kind of merit at all in selection of 
that, and I think there is, to a substantial extent, even though the 
“Iron 'Triangle” comes over the top of it every once in a while. 

And to get these highly accomplished people out in the line 
where they can use their usually 25 or more years’ experience to 
help the organizations perform measurable outputs would be abso- 
lutely instrumental. Now, if you thought that you were going to 
cast them out to the field forever and they couldn’t come back, you 
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know, that might be demoralizing to them. But if you said, “Look, 
we expect you to go out and to your duty on the line for 6, or 8, 
or 10 months, or 2 or 3 years,” that would be a decided improve- 
ment. 

Also, I think it’s just as important to get them out of their agen- 
cies. My Forest Service people, great guys, but they panicked at the 
idea when I said, “You know. I’d like you guys to go over to HUD 
for a while, or I’d like maybe you to go to Defense,” or, you know, 
“Would some of you be willing to serve at the Soil Conservation 
Service?” “Oh, please don’t make us do that!” 

But for the system to get the benefit of that reform, that I think 
one of your witnesses was instrumental in putting in, Scotty Camp- 
bell, is absolutely essential, and, ultimately, they would be im- 
proved by it, and so would the performance of the Federal bureauc- 
racy. 

Mr. Mica. So you’re saying the 3,600 SES we have here in Wash- 
ington and the 2,400 we have in the field, we might look at revers- 
ing that ratio. 

Mr. Dunlop. By all means. 

Mr. Mica. All right. Well, I have some additional questions, but 
I want to defer to the ranldng member, Mr. Moran, at this time. 

Mr. Moran. Thank you, Mr. Chairman. 

I’m not going to take up much time, but I do think it needs to 
be considered that, in many of these agencies, we are automating. 
We’re finding that improved technology enables us to communicate, 
not just by audio means, but visually, as well. And if we are going 
to continue downsizing, then we’re going to have to make greater 
use of that, rather tl^n replicating the same function in 13 dif- 
ferent regions in order to have our people out in the field. 

Now, in the Soil Conservation Service and the Forest Service, we 
may have some unique service responsibilities that are better done 
on a face-to-face basis. But with a lot of our programs, such as So- 
cial Security and Medicare, there’s no reason why you need people 
out in the field doing what can be done at headquarters in a more 
efficient manner. 

I think what we do need is the retention of experience and skill 
in people that have shown themselves, over years, to be responsible 
and more than willing to be held accountable for the results of the 
programs that they operate in. 

I would hope that we would reach a consensus on civil service 
reform that would not be ideological but would be a practical re- 
evaluation of what needs to be done to make this Federal work 
force the most efficient and effective. We already have the most 
independent and least corrupt Federal work force in the world. And 
I would hope we would buildupon our strengths and simply update 
the civil service for the need for greater flexibility and improved 
technology that have developed since 1978 when the last revision 
occurred. 

So having said that. I’m not going to ask questions of this panel. 
We have two more panels. If anybody wEmts to respond, they cer- 
tainly can. 

Mr. Dunlop. 

Mr. Dunlop. Mr. Chairman, I would like to make a point. I 
think that what Congressman Moran has said about being careful 
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about where you put people is very important, the new technologies 
and things. In my experience, I think you could pretty well elimi- 
nate and terminate all regional offices. When I’m talking about the 
field. I’m talking about on the line, where things are done in the 
dirt, where people get dirt under their fingernails. 

We had a lot of regional offices in both the Forest Service and 
the Soil Conservation Service, totally unnecessary layer of bureauc- 
racy. Just eliminate them entirely and put those people to work on 
the line would be my recommendation. And that would be respon- 
sive to the point that you raised about new technology, et cetera; 
it’s a very good one. 

Mr. Sanders. Mr. Chairmjin, I guess I would second that. I sus- 
pect you would find that most career executives would like nothing 
better than to get their hands dirty. 

Mr. Moran. Well, there aren’t a lot of jobs other than perhaps 
the Soil Conservation Service that enable bureaucrats to actually 
get their hands dirty. 

Mr. Sanders. I meant figuratively. 

Mr. Moran. And I’m not even sure how the Soil Conservation 
Service — if we want our SES people picking up soil. I gather that’s 
a figure of speech, but I understand the point that you’re making. 

Mr. Mica. We spend all our time trying to keep our hands clean. 

Mrs. Morelia. 

Mrs. Morella. I would like to pick up on the Forest Service. I 
found it very intriguing, just a couple of sentences from your state- 
ment that are written here. It says, “I want to caution you. If every 
Federal agency operated with the enthusiasm, esprit de corps, and 
effectiveness of the Forest Service, I’m not sure how long we’d keep 
our liberties. President Reagan used to say that the American peo- 
ple can be thankful that we don’t get all the Government we pay 
for.” 

Now, I would really like to have you kind of comment on that. 

Mr. Dunlop. Well, you know, to those of us who really think 
about and love liberty, we know there are bureaucracies and civil 
services and things, and they engage in delay and obfuscation and 
stick-in-the-mudism, and all kinds of reasons why they don’t want 
to do things and taJ^e risks, and sometimes that means we don’t 
rush to judgment. 

I think that what President Reagan was saying — I remember vis- 
iting with him about this one time, and he was asking us questions 
about our experiences and things, and several of the people were 
complaining about how maddening it was to, you know, get civil 
servants to do anything. And that’s when he made that remark, 
“Well, let’s be thankful we don’t get all the Government we pay 
for.” 

Mrs. Morella. Except that your sentence, not President Rea- 
gan’s, has to do with sometimes you have too much enthusiasm or 
esprit de corps. This is the kind of thing we’re trying to develop, 
to up-raise the morale and increase the productivity and the sense 
of accomplishment. 

Mr. Dunlop. Yes. Well, but, you see, when you put the force of 
the sovereign in the hands of individual people, we all are, you 
know, limited in our human nature, and we can do bad things. And 
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we have to be careful that people don’t get too exuberant about 
their role and how important they are. 

I can report to you that, very literally, if Secretary Lyng or I had 
gone to the Chief of the Forest Service and said, “Chief, you know, 
we’ve got problem X, Y, or Z, you name it, we’ve got to the moon 
and we don’t know how to do it. Do you think the Forest Service 
could do it?” And he’d say, “By all means.” And they would turn 
every energy they had to do it, even though it had nothing whatso- 
ever to do with their mission. 

Mrs. Morella. Maybe they could do it. 

Mr. Dunlop. And what I’m saying is that people need to be fo- 
cused on what their measurable outputs need to be, and they need 
to be managed to keep that focus. And that’s really what I meant 
by that remark that, if you’re going to make your agencies of Gov- 
ernment efficient and effective and dynamic and vigorous, watch 
out, because Government can be not only a helpful servant but a 
fearful master. 

Mrs. Morella. Yes, except I would say that, if you can devote 
those kinds of energies and enthusiasm and attitude toward a mis- 
sion, then the public is well served. 

Mr. Dunlop. Well, indeed, I concur. 

Mrs. Morella. Just one other point. With regard to political ap- 
pointees, I think one of the concerns that should be considered is, 
an appointee comes in, has this wonderful vision of a mission for 
an agency, department, whatever, and then that person is whisked 
out after 12 months, 18 months, whatever, someone new comes in 
with a new vision and mission and whatever. Would you like to 
comment on the difficulties or the problems of the lack of kind of 
consistency or eye on the prize, or whatever? 

Mr. Dunlop. Well, I worked up here for 15 years in the Con- 
gress. And running a committee of the Congress I likened to being 
a tank commander on a hot battlefield. You had to pimch and 
dodge and shoot and move quick. 

l^en I got down to the Department of Agriculture and I shouted 
into the line, “Hey, let’s do tms,” I found I wasn’t driving a tank, 
I was driving a battleship. And I’d holler down there, “Hey, guys, 
let’s have a, you know, three degrees to the starboard here,” and, 
you know, nothing would happen. I’d think, well, they didn’t hear 
me. And I’d say it again. And Fd call them all in, “\^y isn’t this 
happening?” 

And the bottom line is, there’s a lot of continuity in running bu- 
reaucratic organizations, and you would be surprised by the fact 
that Assistant Secretaries and other political appointees can’t go in 
with big, broad, wide visions amd agendas and change things. You 
can pick two or three things that you think are important, and you 
can focus on them, and you can get them done. And the rest of the 
time you spend managing and working with the Congress and all 
kinds of other people that have to have inputs. 

The continuity problem, frankly, is a favorable thing, because it 
brings in fresh ideas and fresh blood. If they are bad ideas, there’s 
lots of ways they get vetted, believe me. 

Mr. Weithoner. I would like to comment on that, if I may, as 
it applies to the FAA, which is quite a different organization. I 
would say that, for the FAA, the last thing we need is a lot more 
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Presidential appointees to come in and rotate every 19 months, as 
Mr. Dunlop indicated, when we’re trying to sustain an operation 
that’s heavily safety-oriented, when we’re trying to get something 
done. 

One of the major impediments to getting the capital programs 
done in the FAA right now is that you start off on a 10-year tech- 
nical effort, and you’re going to have five different people leading 
that effort. 

Mr. Moran. We’re not getting clear signals here. 

Mrs. Morella. I appreciate this. 

Mr. Mica. Well, it’s interesting, because FAA sat on that sub- 
committee, and they change administrators like we change socks, 
and that’s been a big problem there. 

Well, I tell you, this is an interesting panel and we wish we could 
spend the rest of the morning with you. It would be good to have 
this group back sometime to continue the discussion. You have cer- 
tainly opened a number of avenues for thought and review, and we 
appreciate your testimony and participation today. 

We will excuse the panel at this time. 

Mr. Dunlop. Thank you. We’re grateful for the opportunity to 
appear. 

Mr. Mica. Thank you. Good to see you, George. Incidentally, I 
didn’t know they were going to call you as a witness, but was glad 
to see you. Thank you. 

We have our next panel, and I would like to call them forward, 
please. William Niskanen, chairman of the Cato Institute; Mr. Rob- 
ert Tobias, national president. National Treasury Employees 
Union; Mr. John Sturdivant, who is the national president of 
AFGE, AFL-CIO; and Carol Bonosaro, president of the Senior Ex- 
ecutives Association. 

I would like to welcome you. I think just about everybody has 
been on our panel before, maybe with the exception of the chair- 
man of the Cato Institute. It is our custom to swear in the wit- 
nesses, so if you would stand, please. 

[Witnesses sworn.] 

Mr. Mica. Thank you and welcome. We have a great deal of ex- 
pertise in this panel, and we look forward to your comments. 

We will start right off with the chairman of the Cato Institute, 
Mr. William Niskanen. Welcome. If you would like to summarize, 
your testimony will be made, without objection, a part of the offi- 
cial record. We would appreciate your summarizing, and then we 
will have time for discussion. 

STATEMENTS OF WILLIAM A, NISKANEN, CHAIRMAN, THE 

CATO INSTITUTE; ROBERT M. TOBIAS, NATIONAL PRESI- 
DENT, NATIONAL TREASURY EMPLOYEES UNION; JOHN N. 

STURDIVANT, NATIONAL PRESIDENT, AMERICAN FEDERA- 
TION OF GOVERNMENT EMPLOYEES, AFL-CIO; AND CAROL 

A BONOSARO, PRESIDENT, SENIOR EXECUTIVES ASSOCIA- 
TION 

Mr. Niskanen. Thank you, Mr. Chairman. I value this oppor- 
tunity to address what are often neglected issues affecting the 
management of Federal personnel. 
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First, most recent personnel management reform proposals call 
for increased discretion by agency managers on personnel issues. 
As a former Federal manager, I am sympathetic with these propos- 
£ils. All too often, it is difficult to hire the most qualified, to pro- 
mote those who contribute most to the agencies’ missions, and to 
terminate an employee for poor performance. The personnel system 
seems designed to frustrate an administration of either party from 
pursuing its own version of good Government. 

The most important lesson from this experience, however, is that 
performance accountability is the price of managerial discretion. 
Unless accountability and discretion are paired, we are not likely 
to realize increased performance. Managers, understandably, would 
like increased discretion without increased accountability. The ad- 
ministration and Congress, in many cases, of course, would like in- 
creased performance but are reluctant to authorize increased dis- 
cretion. 

These are the tensions that transform Federal managers into bu- 
reaucrats, congressional committees into micromanagers, and the 
Federal sector into a bureaucracy. The necessary corollary of per- 
sonnel management reforms, thus, is increased accountability for 
agency performance. Congress and the administration should first 
clarify the performance they expect of agencies, and then competi- 
tion and contract are the best means to assure accountability. 

Congress and the administration should be more willing to shift 
activities and programs among agencies at the Federal level, 
among levels of Government, to private contractors, and through 
vouchers, for some programs, to any potential supplier. 

Our Constitution and our slmred political v^ues provide mod- 
erately good guidance about what services the Federal Government 
ought to finance, but we really don’t have any very clear guidance 
and any shared principles about what services the Federal Govern- 
ment ought to supply by Federal employees. I suggest that the 
services that are supplied by Federal agencies should be deter- 
mined by superior performjmce but in a more competitive environ- 
ment than they now face. 

I encourage you, also, to explore the very innovative new contract 
system in New Zealand, where the executive in each major agency 
has a formail written contract with his or her minister, committing 
the agency to a particular or specific performance schedule, and 
committing the executive to resign if the schedule is not met. 

We met for several hours this week with Mr. Brash, who is the 
head of the Reserve Bank of New Zealand. His contract is public 
knowledge and is monitored regularly by the financial community 
and by the press, the consequence of which is that the inflation 
rate in New Zealand has been brought close to zero, and the unem- 
ployment rate has also been cut in half. 

In summary, I share the concerns that have led to the recent 
proposals for personnel management reform, but, at the same time, 
I caution you not to expect too much of these reforms unless Con- 
gress, at the same time, is willing to open up the supply of services 
financed by the Federal Government to increased competition and 
to hold Federal managers accountable for the performance of their 
agencies. 
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Second, I suggest that Congress should move quickly to reverse 
a major threat to the merit system. Nothing will undermine the 
morale and the performance of an agency faster than a pattern of 
personnel decisions based on status rather than merit. Such pat- 
terns, however, now seem to be official policy. 

A Congressional Research Service report last winter identified 
180 Federal race and gender preferences. A Department of Defense 
memo is reported to state, “In the future, special permission will 
be required for the promotion of all white men without disabilities.” 
A position announcement by the Forest Service stated, “Only appli- 
cants who do not meet 0PM qualification standards will be consid- 
ered.” At the Justice Department, workplace discipline “cannot be 
initiated against any group of employees at a statistically higher 
rate than any other group.” 

Such policies provide very strong support, I suggest, for the 
Equal Opportunity Act proposed by Senator Dole and Representa- 
tive Canady, a bill that would prohibit discrimination in Federal 
emplo 3 mient, in Federal contracts, and in Federal policies. A policy 
of what I call aggressive nondiscrimination has proved consistent 
with unit morale and superior performance, as the U.S. military 
has proved, in part because it is more consistent with our shared 
values. 

Third, the Federal compensation system needs to be substan- 
tially restructured. Current compensation is not sufficiently vari- 
able by skill, experience, and region, and Federal pension benefits 
are far higher than in the private sector. As a consequence. Federal 
employment no longer attracts many of our most skilled young pol- 
icy experts, and it includes many disgruntled older employees who 
are locked in by their pensions. 

Federal jobs that are a prize in some regions go begging for ap- 
plicants in other regions. The system is biased in favor of the risk- 
averse and the time-servers, not the innovative and those who are 
most impatient to get the job done. 

Let me switch to the pension issue. In 1979, in an Aspen Insti- 
tute report, John Macy and Elmer Staats identified five major 
problems of Federal pensions: unusually high income replacement 
rates compared to the private sector, unusually early retirement, 
the explosion of costs due to indexing, overlapping eligibility, and 
lax standards for disability retirement. 

None of these characteristics has been significantly changed in 
the meantime. As a consequence. Federal pension benefits now cost 
about $65 billion a year. The present value of the liabilities for fu- 
ture pensions is now about $1.6 trillion, and the present value of 
future health benefits for Federal retirees is another $300 billion. 

I do not recommend reducing the pension and health benefits of 
those who are now retired or in the work force, but I encourage you 
to consider a major restructuring of the benefits to new Federal 
employees, both to change the relative incentives for Federal em- 
ployment and to avoid an explosion of future annual pension costs. 

Again, thank you for your attention. That should be enough to 
chew on for a while. 

[The prepared statement of Mr. Niskanen follows:] 
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Mr. Chairman and members of the subcommittee: I applaud your 
review of federal personnel policies, and I value this 
opportunity to address several often neglected issues affecting 
the management of federal personnel. 

1 . Most recent personnel management reform proposals call 
for increased discretion by agency managers on personnel issues. 
As a former federal manager, I am sympathetic with these 
proposals. All too often, it is difficult to hire the most 
qualified, to promote those who contribute most to the agency's 
mission, and to terminate an employee for poor performance. The 
personnel system seems designed to frustrate an administration of 
either party from pursuing its own version of good government . 

The most important lesson from this experience, however, is 
that performance accountability is the price of managerial 
discretion . Unless accountability and discretion are paired , we 
are not likely to realize increased performance. Managers, 
understandably, would like increased discretion without increased 
accountability. The administration and Congress, similarly, 
would like increased performance but are reluctant to authorize 
increased discretion. Such are the tensions that transform 
federal managers into bureaucrats, congressional committees into 
micromanagers, and the federal sector into a bureaucracy. 

The necessary corollary of personnel management reforms, 
thus, is increased accountability for agency performance. 

Congress and the administration should first clarify the 
performance they expect of agencies. Competition and contract 
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are the best means to assure accountability. Congress and the 
administration should be more willing to shift activities and 
programs among agencies, among levels of government, to private 
contractors, and through vouchers to any potential supplier. Our 
Constitution and shared political values provide moderately good 
guidance eibout what services the federal government ought to 
finance . The services that are supplied by federal agencies, 
however, should be determined by superior performance in a more 
competitive environment . Congress should also explore the 
innovative new contract system in New Zealand, where the 
executive in each major agency has a formal written contract with 
his or her minister committing the agency to a specific 
performance schedule and the executive to resign if the schedule 
is not met . 

In summary, I share the concerns that have led to the recent 
proposals for personnel management reform. At the same time, I 
caution you not to expect too much of these reforms unless 
Congress is willing to open up the supply of services financed by 
the federal government to increased competition and to hold 
federal managers accountable for the performance of their 
agencies . 

2. Congress should move quickly to reverse a major threat to 
the merit system. Nothing will undermine the morale and 
performance of an agency faster than a pattern of personnel 
decisions based on status rather than merit. Such patterns, 
however, now seem to be official policy. A Congressional 
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Research Service report last winter identified 180 federal race 
and gender preferences. A Department of Defense memo is reported 
to state that "In the future, special permission will be required 
for the promotion of all white men without disabilities." A 
position announcement by the Forest Service stated that "Only 
applicants who do not meet [OPM] qualification standards will be 
considered." At the Justice Department, workplace discipline 
cannot "be initiated against any group of employees at a 
statistically higher rate than any other group." Such policies 
provide strong support for the Equal Opportunity Act proposed by 
Sen. Dole and Representative Canady, a bill that would prohibit 
discrimination in federal employment, contracts, and policies. 

A policy of "aggressive nondiscrimination" has proved 
consistent with unit morale and superior performance, as the U.S. 
military has proved, in part because it is more consistent with 
our shared values. 

3. Finally, the federal compensation system should be 
substantially restructured. Current compensation is not 
sufficiently variable by skill and region, and federal pension 
benefits are far higher than in the private sector. As a 
consequence, federal employment no longer attracts many of the 
most skilled young policy experts and includes many disgruntled 
older employees who are locked in by their pension. Federal jobs 
that are a prize in some regions go begging for applicants in 
other regions. The system is biased in favor of the risk averse 
and time servers, not the innovative and those impatient to get 
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the job done. The surprise is that there are so many skilled and 
dedicated federal employees, despite the compensation system. 

The single best guide to the appropriate changes in current 
compensation are not the periodic studies of federal and private 
compensation but would be data on the voluntary quit rate by 
skill, responsibility, and region. The compensation for jobs 
with an unusually high quit rate should be increased or the job 
should be contracted out . Conversely, current compensation is 
more than adequate for jobs with an unusually low quit rate. 
Congress should ask the Office of Personnel Management for 
comprehensive data on quit rates before any periodic review of 
federal compensation. 

There is more reason to worry about the federal pension 
systems. In a 1979 report of the Aspen Institute, John Macy and 
Elmer Staats identified five major problems of federal pensions: 
unusually high income-replacement rates, unusually early 
retirement, the explosion of costs due to indexing, overlapping 
eligibility, and leix standards for disability retirement. None 
of these characteristics has been significantly changed in the 
meantime. As a consequence, federal pensions benefits now cost 
about $65 billion a year. More important, the present value of 
future federal pension liabilities was about $1.6 trillion at 
then end of FY 1993 and the present value of future health 
benefits for federal retirees was another $300 billion. Let me 
be especially clear on this issue: I do not recommend reducing 
the pension and health benefits of those now retired or of those 
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now in the federal workforce. Congress is well advised, however, 
to consider a major restructuring of the pension benefits to new 
federal employees, both to change the relative incentives for 
federal employment and to avoid an explosion of future annual 
pension costs. 

Again, thank you for your attention. That should be enough 
to chew on for a while. 
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Mr. Mica. I just hope we don’t get enough to choke on, not just 
from you, but from the whole group. [Laughter.] 

Mr. Tobias. 

Mr. Tobias. Thank you very much, Mr. Chairman. 

I brought today a package of acorns for you. [Laughter.] 

Mr. Mica. I’m going to take some of those back to Florida. We 
haven’t seen that many acorns back there. 

Mr. Tobias. I brought several of them, because it’s my view that 
we can’t run the risk of seeking one tree, that the goal is to plant 
many trees and have them all grow large and strong. 

I believe, Mr. Chairman, that, with all due respect, your goal is 
to figure out a way to manage the Federal Government more effi- 
ciently and effectively, and I agree with that goal 100 percent. 
When I use the term “manage,” I mean each agency achieving its 
goal and its objective; each agency setting its 1-year and 5-year 
goals consistent with the Government Performance and Results 
Act, and then utilizing its resources to achieve the declared out- 
comes. 

Managing is not limited to personnel policies and practices. Per- 
sonnel policies are a tool to be used to manage an agency; they are 
not an end unto themselves. Personnel policies are a piece of the 
management puzzle, an incredibly important piece, but only a 
piece. 

The responsibility for mission accomplishment and declared out- 
comes must be linked with the authority to create personnel poli- 
cies. No President, and certainly no Congress, can hold an agency 
head responsible for failure to meet its goals and objectives if the 
creation of personnel policies is not within the authority of that 
agency head. 

Now, some personnel management authority has been delegated 
in conjunction with the abolition of the Federal Personnel Manual. 
That delegation of authority, together with Executive Order 12871, 
which urges the creation of labor-management partnerships, has 
led to a better bottom line in many agencies. 

And the better bottom line comes from, first, cost avoidance: 
fewer grievances, fewer unfair labor practices, decreased amount of 
bargaining, decreased negotiability determinations, fewer court 
suits. But more importantly than cost avoidance, there is also cost 
savings, in conjunction with reworked work processes and proce- 
dures; faster implementation of needed changes, we don’t have to 
bargain impact and implementation, changes get implemented, 
change management occurs; also, better decisions, in the first in- 
stance, because people doing the work are included as part of the 
decisionmaking process. 

We’re on the right track, Mr. Chairman. These efforts should be 
nurtured and encouraged. They are bottom-up efforts which save 
taxpayers money. We should be extremely wary of returning to any 
system which mandates govemmentwide solutions to any perceived 
problem. 

There is no expert who knows or who can know the Government 
and provide a fix. That is why we urge, Mr. Chairman, that agen- 
cies be allowed to apply for changes in Title V in the applicable 
regulations, based on an identified need and in the context of an 
evaluation process against a baseline that is established. Such an 
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approach would allow 0PM approval, congressional oversight, and 
a continuing atmosphere of experimentation. 

The quickest way to extinguish risk-taking and experimentation 
is to mandate a change. All energy is then focused on implementa- 
tion, no matter the consequences. We urge, Mr. Chairman, that you 
avoid the sideshow of mandating govemmentwide changes in per- 
sonnel policies and instead focus on the real drama of aligning per- 
sonnel authority with mission accountability. 

So we believe, in short, Mr. Chairman, that allowing many 
acorns to grow and prosper will indeed result in agencies increas- 
ing their productivity and increasing their efficiency and increasing 
their effectiveness. 

Thank you very much. 

[The prepared statement of Mr. Tobias follows:] 
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Mr. Chairman and Mambera of this Subcommittee, my name Is 
Robert M. Tobias. I am the National President of the National 
Treasury Employees Union. NTBU Is the exclusive representative for 
fourteen diverse agencies throughout the federal government. These 
agencies Include, but are not limited to the Internal Revenue 
Service, the Customs Service, Pension Benefit Guaranty Corporation, 
Health and Husian Services, Nuclear Regulatory Commission, Federal 
Election Commission, Department of Energy, Federal Communication 
Commission, the Federal Deposit Insurance Corporation, Food and 
Consumer Services, and the Patent and Trade Mark Office. Each of 
these agencies provide a very distinct and meaningful contribution 
to our Nation. Therefore, we must look closely at the civil 
service laws governing the work place for these employees to ensure 
that the American taxpayer Is receiving the highest order of 
service . 

The Federal Service Is In its third century of providing for 
the security, well-being and operations of democratic governance 
for our republic. Nhlle the scope, size and tasks of the Service 
have grown and changed In response to the needs of the nation, 
public service remains the underlying principle and defining goal 
that must guide and motivate the Federal work force. Management 
and labor In the Federal sector have been confronted with the tasks 
to reduce costs, upgrade sJcllls, Improve productivity and ensure 
quality of service. 
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NTEO belleveB that the current concept underlying the CItII 
Service Refom Act of 1978 (CSRA) needs to be revisited. It is 
predicated upon archaic notions of a centralized canmand sianageaient 
structure; and an extremely lisd-ted and totally reactive role for 
employees and their unions. While the private sector and the non- 
federal public sector are recognizing the essential role of 
expanded eig>loyee participation, outcoose zieasurementB , eatpowennent, 
and rejection of top down hlerarchal manageaient, the current system 
has ailred the federal sector in the patterns and perspectives of 
the past. 

In 1978, proponents of CSRA argued that its enactisent would 
bring private sector concepts of management and efficiency of 
operations to the federal service. The provisions of CSRA, 
however, reflect the authoritarian managezmnt model originating in 
the 19th century, and not the asMrging participative manageasent 
theories that are leading the private sector through the 21st 
century. It has spawned endless litigation and engendered 
adversarial relations. It has locked both labor and zuuiageannt in 
a straight jacket of politicized central personnel manageosent. 
Irrelevant rules, cuaibersome procedures and arbitrary restrictions 
on a substantive labor-management relationship. 

This Administration recognized that change in the public 
sector was no longer a seminar topic but rather was necessary and 
iazzlnent. In early March of 1993, President Clinton began 
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fulfilling a campaign pledge t.o ’radically change the way 
government operates - to shift from top-down bureaucracy to 
entrepreneurial government that empowers citizens and communities 
to change our country from the bottom up. ’ He announced the 
Initiation of a National Performance Review to be conducted Vice 
President Albert Gore. It was President Clinton's goal, relying on 
the recommendations of the National Performance Review to 
’redesign, to reinvent, to relnvlgorate the entire National 
Government . ’ 

On September 7, 1993, Vice President Gore released the Report 
of the National Performance Review, ’Prom Red Tape to Results! 
Creating a Govemsient that Works Better £ Coats Less ’ . In response 
to the report, on October 1, 1993, President Clinton Issued 
Executive Order 12871, ’Labor Kanagement Partnerships,* which 
established the National Partnership Council (NPC) . The NPC is 
composed of representatives from the three largest federal employee 
unions, the Public Employee Department, AFL-CIO and seven 
representatives from Federal agencies. Its responsibilities 
include! advising the President on labor-managesient relationships; 
supporting the creation of labor-management partnerships and 
promoting partnership efforts; and proposing legislative changes 
related to labor relations, staffing, cosipensation, and performance 
management to the President. 

The creation of the labor management partnership in the 
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federal sector Is a recognition that the challenges of the future 
could not be net within the existing fraioework of centralized 
personnel nanagenent and adversarial labor relations. The talents 
and creativity of the federal work force were being suffocated in 
a system of irrelevant rules and cumbersome procedures. 
Partnership frees labor and management from the constraints of the 
old system and gives the opportunity to forge a new relationship 
based on a coosionality of purpose in the interest of public 
service . 

The nascent dawn of recognition by labor and managestent that 
it is possible to cooperate and achieve atutually beneficial results 
has been thwarted by conventional wisdom which stated that 
efficiency and productivity could be increased only by increasing 
pjressure on employees to produce more. It is becooting more and 
more evident that an employee's productivity is linked to an 
eng>loyee's work processes and work procedure — working harder will 
not automatically in^rove productivity. Rather, involving 
employees in work process decisions, who have the knowledge, 
skills, and ability to understand what is the current work process 
ewd what most be done to improve it, will enhance productivity. 
The creation of the federal labor management partnerships provides 
everyone with a common goali dedication to the agency nd.aslon and 
improvement in the quality of the accomplishment of that sdsaion. 

These concepts are not new. The most successful corporate 
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restructuring have been based on labor aanagement partnerships. 
Many companies, including Saturn, Xerox, A.O., Smith, Harley 
Davidson, NDMMI, Cadillac have created partnership between 
management and its unions %diich resulted in increased 
profitability. Although its Inception is only recent in the public 
sector, the lebor sianagement partnerships developing everyday in 
our agencies have been critical to achieving increased efficiency 
and productivity, the traditional goal of management, and increased 
esiployee job satisfaction, the traditional goal of unions. 

Federal employees and their unions have already proven their 
sincerity and ability to assume a partnership for the public 
service. The National Performance Review included in its report 
the goal for IRS of delivering refunds to taxpayers within 40 days. 
Nell today, all ten IRS service centers don't do refunds in 40 
days. They do them in 38 days, on average. This achievesMnt 
resulted when IRS asked taxpayers for feedback and involved 
eo^loyees in reform of the refund process. The IRS could not have 
reached this goal without cooperation and commitment from NTED. 

Members of the trade coamninity complained that the processing 
of air cargo was needlessly slow. Employees from the local NTEU 
Customs Chapter met with management officials to work out the 
problem in 'partnership.* Soon thereafter the lag time for air 
cargo was cut by 72 hours. The NTED agreement with the Patent and 
Trademark Office, notably the first labor-management partnership 
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within the Commerce Department, has already produced partnership 
programs for £aad.ly-medical leave, compensatory time and part-time 
work. The examples are endless. Each one points to the sarc 
conclusion - when management involves its employees in decision 
making - the decisions work better, morale is enhanced and 
productivity increases. 

while partnership agronmnnts are being signed daily, one 
cannot ignore that change is difficult. Resistance is abundant. 
The gains that we have made to date must be locked in. Without 
action by Congress and the adstinistratlon to change the laws that 
bind the hand of federal managers and oaployees, 'reinventing 
government' threatens to become another energetic attempt to reform 
govemisent that didn't work. NTBO strongly believes that the 
Hational Partnership Council should be statutorily mandated. This 
provides a strong signal to managers that they must Involve their 
employees in decisions and to employees that their work place 
decisions are part of their responsibility. 

The National Performance Review also reviewed and made 
recommendations for change on civil service issues including the 
hiring system, the general schedule classification system, and the 
performance management systems. We believe that change is 
necessary in all of these areas. However, we strongly believe that 
we snist proceed cautiously in making these changes. These changes 
must be Incremental to prevent mass chaos in the federal 
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govemaient. NTEU strongly endorses the concept of deisonstrstlon 
projects to allow agencies to change consistent with Its goalS/ and 
missions rather then siandatlng a change unlformlly Implemented 
throughout a two million person work force. 


To Implement the concepts In NPR via demonstration projects 
SOM legislative chiinges will need to be made. He support 
eliminating the caps on the nu^ier of participants and actual 
number of desionatratlon projects. In order to ensure a thorough 
accountability for demonstration projects, we believe that a public 
hearing on the proposed projects continues to serve a purpose. In 
addition, we believe that congressional action should be required 
before any desionatratlon projects are converted to alternative 
personnel systeais. 

Thank you for providing m with the opportunity to share our 
views on this Important matter with you. I believe there exists a 
real opportunity for labor and manageasent In the federal sector, 
and I'm hopeful that we're smart enough, wise enough, and patient 
enough to seise It. I would be happy to answer any questions. 
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Mr. Mica. I thank you, Mr. Tobias. I like your analogy much bet- 
ter than Mr. King’s, who talked about making New Hampshire 
gruel out of acorns. I like your approach much better. 

Mr. Tobias. Thank you very much. I disassociate myself from 
Mr. King’s analogy. 

Mr. Mica. Thards you. 

Mr. Sturdivant. 

Mr. Sturdivant. Thank you, Mr. Chairman. 

I would like to thank you for the opportunity to testify today on 
the subject of civil service reform, but more on the subject of how 
do we provide better value for the taxpayers. The current desire to 
change the management and administration of the Federal Govern- 
ment is not new. The modem civil service system was created near- 
ly a century ago. Civil service reform has been a frequent target 
of Democrats and Republicans alike. 

Many of these past reform efforts were built on the false premise 
that Federal employees are inept and untrustworthy. Politicians of 
every stripe discovered that one way to get elected was to run 
against Government, and the best way to mn against Government 
was to mn down Government employees. As a Nation, we can do 
better than this and we must, if we hope to maintain the demo- 
cratic — and that’s with a small “d” — promise of a Government that 
exists to serve its citizens. 

Unfortunately, the current civil service system is painfully out of 
step with the challenges facing the Federal work force as we move 
to the next century. In its emphasis on rules and regulations, cen- 
tralized control, and top-down decisionmaking, the system sends a 
loud message to employees that says they can’t be tmsted to do the 
right thing, and naturally it has bred resentment and indifference 
in the workplace. 

American corporations have abandoned this obsolete “command 
and control” model in droves, in order to remain competitive in the 
new world of tough global competition. These companies leeimed 
the hard way that, in the transformation from an industrial age to 
an information age, from the Model T to the computer chip, a pre- 
mium is placed on highly trained, creative workers who can think 
and think on their own. 

There is no question that the engines behind the high-perform- 
ance quality revolution sweeping through private industry are the 
principles of employee empowerment and labor-management part- 
nership. At Saturn, Xerox, Coming Glass, and many other union- 
ized companies, the evidence has shown that quality improvement 
efforts will not succeed in 2my lasting way without the support of 
unions and the employees they represent. Private industry found 
that involving the union, and the employees through the union, as 
a tme workplace partner, was good for shareholders and good for 
the bottom line. 

I must say that this did not exactly come as a surprise to AFGE 
or its members. As Federal employees who believe deeply in public 
service, AFGE members want to make Government work better 
and more efficiently. But time and again we have been frustrated 
by a sluggish bureaucracy that favors rules and regulations over 
innovation and results. 
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We figured out a long time ago that neither our members nor the 
American people are well-served by the status quo. That is why 
AFGE supports President Clinton and Vice President Gore in their 
efforts to reinvent Gk)vemment. Reinvention is fundamentally 
about change. It is about a change in the very culture of the Fed- 
eral Government, its habits, its attitudes, its performance. It is 
about a change in the way unions operate. It is about change in 
the way unions interact with each other, and it is about change in 
the way unions interact with management. 

AFGE has a new vision for Federal service that speaks directly 
to the urgent need for change. We believe that, in the new Govern- 
ment workplace, labor and management have a shared interest in 
accomplishing the mission; or, as I say to many of my friends in 
DOD, when the base closes or when the work is contracted out, 
management doesn’t get to stay behind. Partnership offers a way 
for labor and management to find common ground around mutual 
goals of productivity, efficiency, and quality customer service. 

As you can see in some of my written testimony, we have been 
seeing practical, bottom-line results across Government since the 
President’s Executive order on partnership was signed just 2 years 
ago. We are starting to see improvements. We are starting to see 
cost savings, cost avoidance. We are starting to see better work 
done by the people who are charged with the responsibility of doing 
the work for the American people. 

We have taken an important first step, but we can’t stop here. 
To achieve the fundamental changes at the core of reinvention, the 
structure of the Federal civil service must be reshaped; it must be 
decentralized, simplified, and deregulated. At the same time, addi- 
tional management flexibilities must be balanced with a com- 
prehensive effort to involve employees and their union representa- 
tives as workplace partners. 

In that spirit of partnership, let me present AFGE’s rec- 
ommendations for reforming the civil service system. The failure of 
the centralized civil service system is perhaps seen most clearly in 
the way Government employees are classified. Virtually all Federal 
agencies, regardless of mission, structure, or size, are locked into 
a 15-grade, 10-step classification system. 

There is little disa^eement that the classification system must 
provide greater flexibility to individual agencies, but bear in mind 
that changing the way white collar jobs are classified and com- 
pensated in the Federad sector substantially and directly affects the 
pay and careers of over 1.5 million employees. If these changes are 
to have lasting success, employees and their union representatives 
must be closely involved in their design and implementation. No 
other approach is acceptable to us nor makes sense. 

As you see from my written testimony, and I would like to have 
some dialog about it later on — I see I’m running out of time — ^we 
make specific recommendations for changing the performance man- 
agement and reward system. We also make specific recommenda- 
tions for removing some of the barriers, some of the legal barriers, 
to labor-management partnerships. 

We firmly believe that we are on the right track; we are going 
in the right direction. As I said earlier, we are beginning to see 
changes; we are beginning to see areas where the work and the 
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service delivery that we are providing for the American people is 
coming to the bottom line. 

The main recommendation that we want to make, and it kind of 
ties in with what Mr. Tobias is talking about, is broadening the ac- 
tivity, broadening the opportunity for experiments, for demonstra- 
tions, for innovative initiatives. The Government is a very complex 
structure. One size does not fit all. 

But one thing I can guarantee you, Mr. Chairman, if you give us 
the opportunity to do that, if you give us the opportunity to work 
together to provide good, more effective amd more efficient services 
for the American people, then you will be having hearings about 
how well these innovations and experiments are working and how 
do you replicate them in the Federal Government, rather than hav- 
ing hearings about what doesn’t work and how do you fix it. 

Thank you. I would ask that my entire statement be entered into 
the record, and I look forward to a dialog on these issues. 

[The prepared statement of Mr. Sturdivant follows:] 
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Mr. Chairman and members of the Subcommittee: my name Is 
John Sturdivant and I am the President of the American Federation 
of Government Employees, AFL-CIO. On behalf of over 700,000 
employees represented by AFGE, I would like to thank you for the 
opportunity to testify here today on the subject of civil service 
reform. 

The current desire to transform the management and 
administration of the federal government Is not new. Since the 
modern civil service system was created nearly a century ago, civil 
service reform has been a recurring theme In our political culture 
and a frequent target of Democrats and Republicans alike. 

Many of these past reform efforts were built on the false 
premise that federal employees are Inept and untrustworthy. 
Politicians of every stripe discovered that one way to get elected 
was to run against government, and the best way to run against 
government was to run down government employees and blame them for 
the low regard In which government Is often held. This was clearly 
the view of the Civil Service Reform Act's architect. President 
Carter, who Identified federal workers with "Inefficiency, 
Ineptitude, and even callous disregard for the rights and feelings 
of ordinary people." 

The sad but predictable results of these exercises In 
bureaucrat-bashing ranged from the misguided attacks of the Grace 
Commission to the overregulatlon and micromanagement of the Civil 
Service Reform Act. Failed reform efforts like these, built on a 
foundation of distrust and disdain for the federal employee, have 
alienated the workforce and failed to accomplish what they set out 
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to do: improve the performance of government. 

As a nation, we can do better than this and we must. The 
dedicated men and women who make up the federal civil service -- 
over 2 million hard-working Americans — are a vital part of our 
democratic government. It is federal workers who transform the 
rough mandate of laws passed by Congress into the indispensable 
reality of government services and benefits. Whether stopping the 
flow of Illegal drugs or caring for veterans, federal employees 
serve as a tangible reminder that in a democratic nation, the 
government exists to serve Its citizens. 

But this democratic promise of government is under strain. 
Today the most visible threat comes from an anti-government frenzy 
that has many in Congress engaged in a futile and destructive 
bidding war to see who can cut the most federal programs or slash 
the most federal Jobs. What the slash and burners fall to 
recognize is that the cries for deficit reduction have not and will 
not reduce the taxpayers' insistent demand for high-quality 
services and the skilled performance of basic governmental 
functions. Whatever government does and whether it costs less or 
not, it is federal employees who must ensure that it is done well 
and meets the needs of a demanding public. Every endeavor of the 
federal government ultimately relies on the skills, ability, and 
motivation of federal workers. 

Tied closely to the harsh realities of budget deficits and the 
steady demand for high-quality govemsient services are the 
demographic and technological changes reshaping the character of 
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the federal civil service. The years ahead promise far more 
ethnic, racial, and gender diversity in the workforce. The 
Increasing number of two-income families and an aging population 
will demand more flexible work schedules and dependent care 
services to help -those struggling to balance child care, elder 
care, and other family commitments. 

Rapid changes in technology will fundamentally alter the 
nature of work, requiring higher-skilled employees who can adapt 
quickly to a constantly changing work environment. Management and 
labor are both facing the need to reduce costs, upgrade skills. 
Improve productivity, and ensure the delivery of high-quality 
service . 

Unfortunately, the current civil service system is painfully 
out of step with the challenges facing the federal workforce as we 
move to the next century. In fact, it is fair to say that this 
system is at the heart of the government’s most enduring 
performance problems and has contributed more than any other factor 
to the lack of faith many Americans have in their government, the 
sense of many that government simply does not work. 

The problems with the civil service system are deeply rooted. 
Its structural foundations are found in an obsolete management 
philosophy which evolved in the early part of this century and 
reached its zenith in the corporate culture of the 1950s. This 
organizational model featured centralized control with layer upon 
layer of management to keep it tightly in place; autocratic, top- 
down decisionmaking; and rigidly defined Job tasks. With its 
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emphasis on control, rules, and standardization, this model was 
designed to take the thinking out of work and to devalue and 
discourage employee participation In workplace decisionmaking. 

The federal civil service system effectively replicated this 
"command and control" model of corporate bureaucracy. The 
government's front-line workers were hamstrung by red tape and 
silly rules, burled under stacks of pointless paperwork, and 
micromanaged to within an Inch of their lives. The central message 
of this system was that employees could not be trusted to do the 
right thing. In almost every way, the civil service system was 
designed not to produce results, but to avoid mistakes. 

By the early 1980s, American businesses began to abandon this 
outdated management philosophy of "command and control" In order to 
remain competitive and survive In the new world of tough global 
competition, complex new technologies, and llghtenlng-fast 
communications. These companies learned the hard way that In the 
transformation from an Industrial age to an Information age — from 
the Model T to the computer chip — a premium Is placed on 
Intelligent, highly- trained, creative workers who can analyze new 
situations and act quickly and effectively. 

A revolution based on quality and customer service began 
sweeping through private Industry. Companies like Corning Glass, 
GM, Motorola, and Xerox began shifting their organizational 
structures from centralized control and hierarchy to trimmer, 
flatter management structures and greater employee participation. 
As more and more companies moved to form high-performance work 
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organizations, they discovered that the knowledge and creativity of 
their employees was often the margin of difference between 
mediocrity and excellence. 

There Is no question that the engines that drove this high- 
performance quality revolution were the principles of employee 
empowerment and labor-management partnership. 

Employee empowerment rests on a simple but powerful Idea: the 
people who are closest to the work know where the problems are and 
usually have the best solutions. Not all good Ideas flow from the 
top down. When front-line workers are trusted to Identify and 
correct problems, and when their decisions are supported by top 
management, they will be motivated to make continuing and 
meaningful Improvements to the work they do. The key Is to push 
decisionmaking down and give workers the authority to think 
creatively and act Independently, while guided by the 
organization's objectives and values. 

The other essential feature of the high-performance workplace 
Is a partnership between labor and management. At Saturn, Xerox, 
Corning, Harley Davidson, Cadillac, Dayton Power and Light and many 
other unionized companies, the evidence has shown that quality 
Improvement efforts and work restructuring plans will not succeed 
In any lasting way without the support of unions and the employees 
they represent. 

The evidence also shows that long-term organizational success 
Is bound together Inseparably to good relations between labor and 
management. Companies that were trying to remake themselves In 
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every other area of their operations discovered that business as 
usual between labor and management was not good enough. Over time 
they found that Involving the union as a true partner In 
Identifying - workplace problems and crafting solutions to those 
problems was good for shareholders and good for the bottom line. 

Partnerships led to Increased productivity and quality, better 
customer service, and greater employee satisfaction on the Job. 
The private sector discovered that It Is Impossible to build a 
quality operation by treating employees as costs to be minimized or 
by denying the legitimacy of labor to participate In basic 
workplace decisions. 

I must say that this did not exactly come as a surprise to 
AFGE or Its members. As federal employees who believe deeply In 
public service, AFGE members want to participate In positive ways 
to Improve the performance of government. But time and again we 
have been frustrated by a sluggish bureaucracy that favors rules 
and regulations over Innovation and results. For years federal 
employees have offered their thoughts on how to make government 
work better and more efficiently, but we've been told 'that's 
management ' s Job." 

This attitude was emblematic of everything that was wrong 
about government. AFGE members know firsthand what It's like to be 
dedicated, skilled employees trapped In systems that stifled their 
creativity and made little use of their ideas. AFGE came to 
understand a long time ago that the civil service system ' s brand of 
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top-dovm decisionmaking did not serve the Interests of the working 
men and women we represent. 

But Just as important, the current structure of the federal 
civil service Is Incapable of producing the quality and quantity of 
services demanded by the public. The challenges of the future 
cannot be met within the existing framework of centralized control. 
Neither our members nor the American people are well-served by the 
status quo. 

That Is why AFGE has supported President Clinton and Vice 
President Gore In their efforts to reinvent the government through 
the ongoing work of the National Performance Review. Relnvention 
Is fundamentally about change. It Is about a change in the very 
culture of the federal government: Its habits. Its attitudes. Its 
performance . 

It Is also about a change In the way the American people think 
about ttielr government. Relnvention means that government Is no 
longer seen as too inflexible, too slow, or too unresponsive. A 
reinvented government Is one that can effectively and efficiently 
serve the needs of Its customers, those millions of citizens who 
count on the government every day to Inspect the food we eat, 
deliver our Social Security checks on time, safeguard our 
workplaces, and keep our water clean. 

In a welcome break from past reform efforts, this 
Administration did not see the federal employee as an obstacle on 
the road to change. They recognized that federal workers are 
nothing like they are portrayed by the political opportunists. 
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radio talk show blowhards, and other cut-rate demagogues. They're 
not lazy or Incompetent and they're not satisfied Just going 
through the motions. The NFR discovered what AFGE has known for 
years; federal employees work hard, they're smart, and they want to 
be freed from Inflexible, archaic rules and empowered to do the Job 
the right way. 

AFGE has a new vision for federal service that speaks directly 
to the urgent need for change. In the new government workplace, we 
believe that front-line workers must be empowered to participate 
meaningfully In workplace decisions, and must be free to do the 
right thing, rather than compelled to do the prescribed thing. 

We believe as well that In the new government workplace labor 
and management have a shared Interest In the success of any agency 
operations, and must work together as full partners to make the 
government work better for the American taxpayer. If the government 
Is serious about recapturing the trust and respect of the American 
people. It must discard the Inflexible and discredited management 
practices of the current civil service system in favor of the high- 
performance, high-value practices adopted by more and more of the 
Nation's most successful private and public organizations. 

At the heart of this transformation to a high-performance 
organization Is the creation of labor-management partnerships. 
President Clinton confirmed this when he signed Executive Order 
12871 in 1993 and called for a "new partnership" between federal 
labor unions and management to achieve the goals of relnventlon. 
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This represents an extraordinary milestone In the history of 
labor relations In this country. For the first time, the federal 
government ' s Chief Executive has recognized that there Is a 
meaningful role for federal workers and their unions In the day-to- 
day operations of the government. And for the first time. It was 
acknowledged that government-wide reform efforts will fall without 
the full and active participation of labor unions and the employees 
they represent. 

Partnership offers a way for labor and management to work 
together Identifying problems and crafting Innovative solutions In 
accordance with the shared goals of productivity, efficiency, and 
quality customer service. In this way, we believe that partnership 
can bring about dramatic Improvements In government performance. 
And perhaps most Important, partnership Is not tied to one 
political party nor Is It rooted In any particular Ideology. As we 
see It, partnership Is a practical, bottom-line response to the 
public demand for a more responsive, effective government. 

And we have been seeing practical, bottom-line results across 
the government since the Executive Order was signed. Let me share 
Just a few examples with you: 

* In Just three years at Kelly Air Force Base, the move from 
labor-management conflict to labor-management partnership led to an 
89% drop In unfair labor practice charges, from a high of 193 In 
1992 to only 8 In 1995. This reduction In litigation costs saved 
the taxpayer approximately two million dollars. Even more taxpayer 
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dollars were saved as grievances dropped 84% and arbitrations fell 
76%. 

* At the VA Medical Center in Des Moines, self-managed work teams 
established through partnership have slashed annual overtime costs 
from thousands of dollars down to zero. These same teams have also 
cut in half the amount of time veterans have to wait for treatment 
at the hospital . 

* At another VA hospital in Albuquerque, the local AF6E union and 
management have Jointly designed several new clinical programs, 
including a new drug-rehabilitation center, a pain-management 
clinic, and a women's clinic. Other quality improvements designed 
Jointly by labor and management have reduced the waiting time for 
patient care from 4 hours to 30 minutes. 

* By Jointly designing new work systems and using self-directed 
work teams, AFGE and management at the Naval Warfare Center in 
Indiana were able to eliminate 150 mid-level management positions, 
saving the taxpayers a bundle in the process. 

« At the U.S Mint, employee-led work teams reinvented work systems 
and introduced new work procedures to an organization that 
delivered only 50% of its orders in 8 weeks. Now, as a result of 
the changes made be the agency's own front-line workers, the Mint 
ships better than 92% of its orders in only 4 weeks. 
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These are Just some of the ways in which labor-management 
partnerships have Invigorated the federal workplace. Investing It 
with fresh Ideas and a new spirit. Partnership Is enabling the 
government to better serve the taxpayer at a lower cost. 

And for many employees, the empowerment gained through 
partnership has made all the difference In the world to their 
morale and Job satisfaction. All employees want a sense of meaning 
and accomplishment In their work — the fulfillment that comes from 
a good Job well done. Partnership has offered employees an outlet 
for their untapped Ideas and a vehicle for shaping the quality of 
their working lives. 

An AFGE member who works at the VA medical center In Des 
Moines captured It best when she said that before partnership and 
the advent of self-managed work teams, she felt like she worked 
only for her boss. Now, with the capacity to participate In 
workplace decisions and really make a difference on the Job, she 
said she feels like she works for veterans, the agency's real 
customers . 

That Is why AFGE has set Its sights on creating high- 
performance workplaces that better serve the public and the working 
men and women we represent. That is why it's been so Important for 
managers, employees, and union leaders to concentrate their efforts 
on cooperation, not confrontation; on Joint problem-solving Instead 
of rlghts-based disputes, and on creating new work systems that 
fundamentally alter the way in which work Is organized and how 
workplace decisions are made. 
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By creating labor-management partnerships and empowering 
front-line workers, we have taken an important first step toward a 
truly reinvented government. But we cannot stop here. Relnvention 
must extend across the government's entire rigid and obsolete human 
resource systems. To achieve the fundamental changes that are the 
core of relnvention, the legal structure of the federal civil 
service must be reshaped to allow for personnel systems that are 
decentralized, simplified, and deregulated. 

At the same time, additional management flexibilities must be 
balanced with a comprehensive effort to involve employees and their 
union representatives as workplace partners in the design and 
Implementation of these new human resource systems. In that spirit 
of partnership, let me present AFGE's recommendations for reforming 
the federal civil service system. 

REVISE AMD SIMPLIFY THE FEDERAL CLASSIFICATIOM SYSTEM 

The failure of the centralized civil service system is perhaps 
seen most clearly in the way government employees are classified. 
Virtually all federal agencies — regardless of mission, structure, 
or size — are locked into a 15-grade, 10-step classification and 
salary system. Under this scheme, employees are divided into 
hundreds of distinct and rigidly defined Job categories, and their 
salary levels are determined by Job descriptions written in 
excruciating detail. 

This creaking 45-year-old system bears no relation to the 
realities of today's government workplace. It is too inflexible. 
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too complex, and too Inefficient. These serious shortcomings make 
It almost Impossible for federal managers to adequately respond to 
changing organizational needs. 

Employees hate the system, too. It shackles them to narrow Job 
classifications that hinder professional growth and stifle 
creativity. And they don't trust the system: employees frequently 
complain of pay Inequities caused by the system's complexity and 
the difficulty In accounting for variations In Job qualifications. 
This dinosaur of a system no longer fits the way work Is done. It 
has clearly outlived Its usefulness. 

To remedy these problems, the NPR has recommended that 
agencies be allowed to design their own classification systems In 
accordance with standards developed by the Office of Personnel 
Management. While we agree that government Job classification must 
move In the direction of decentralization and greater flexibility, 
employees and their union representatives must be Involved in the 
design of these new classification systems. No other approach is 
acceptable to us, nor makes any sense. 

Changes In the way white-collar Jobs are classified and 
compensated In the federal sector substantially and directly effect 
the pay and careers of over one and-a-half million employees. It 
Is dangerously naive to think that employees or their unions will 
support new classification systems or even find them credible If 
they have no say In how they were designed and implemented. The 
absence of rank-and-file Involvement on such a crucial workplace 
Issue virtually guarantees that many of the system's current 
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fallings, especially Its lack of credibility, will live on. 

There is no question that the introduction of flexibility in 
the way work is classified is essential to a reinvented government 
organized around high-performance principles. The most effective 
way to accomplish this objective is to permit labor and management 
to work together as partners to design and implement innovative new 
systems . 

At the same time, we are mindful of the challenges presented 
by any attempt to revamp an enormous, complex system that has 
functioned close to 50 years without a major overhaul. For this 
reason, AFGE is recommending that classification reform be carried 
out through a series of demonstration projects. These projects 
should not be limited in number, nor should there be any limit on 
the number of employees who may be covered by a particular project. 
Through the use of expanded demonstration projects, cutting edge 
innovations like broadbanding, pay banding, and pay-for-knowledge 
could be widely explored on an experimental basis, but in 
appropriate settings and at an appropriate pace. 

CHAWGE THE PERFORMAWCE MAWAGEMCWT AND REWARDS SYSTEMS 

The NPR called for a thorough overhaul of the government's 
performance management and rewards system. We agree. 

The current system has been saddled with an inflexible, one- 
slze-flts all approach that is unresponsive to the needs of diverse 
federal agencies. Perhaps reflecting a culture that values 
individualism and individual achievement, the system also has 
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placed far too much emphasis on individual performance at the 
expense of group and organizational success. 

And maybe most damaging of all, the very employees whose 
performance the system purports to measure have been given no 
meaningful role in the system's design. With no stake or ownership 
In the system, employees have no real confidence In Its fairness or 
effectiveness . 

We believe that true Innovation In performance management lies 
In the move toward a high-performance workplace that emphasizes 
employee Involvement, group measures of success, flexibility, and 
decentralization. This means that employees and their union 
representatives must be free to bargain collectively with 
management over the design and Implementation of performance 
management programs. Including award programs. Joint labor- 
management design will enhance a new system's credibility and 
Increase the chances for a successful, effective program of 
performance management. 

In this context we also strongly advocate the Joint 
development of productivity gainsharing programs. Under 
gainsharing, employees and agencies share In the productivity gains 
of the organization. As a team-based system, gainsharing ties 
rewards to organizational success and mission achievement rather 
than Individual goals. It's like a football coach setting the 
Super Bowl championship instead of the Most Valuable Player award 
as each player's goal. AFGE Is strongly In favor of legislative 
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changes which would enable each agency to develop a gainsharing 
system Jointly with its workplace partners. 

While I'm on the subject of performance management, let me say 
a few words about poor performers. Over the past several months 
I've heard an awful lot of discussion about this issue, much of it 
complete nonsense. Let me try and sum up AFGE's position on this 
matter as clearly and briefly as I can: if there are federal 
employees out there who can't perform their Jobs, then the federal 
government ought to get rid of them. 

For close to 20 years federal agency managers have had the 
easiest legal standard for firing poor performers they could ever 
wish for. Under Chapter 43 of the Civil Service Reform Act, 
employees can be removed for unsatisfactory performance by mere 
substantial evidence -- little more than a supervisor's coherent 
statement that the employee doesn't meet performance expectations. 
This standard is less than a preponderance of the evidence, and 
allows employees to be fired even if a reasonable person could 
disagree with the agency's evidence. 

The Civil Service Reform Act in general and the substantial 
evidence standard in particular were crafted specifically to give 
federal managers more flexibility in this area and make it easier 
for them to get rid of the poor performer. These managers need to 
atop whining about how hard it is to get rid of the poor performer, 
they need to stop making excuses, they need to Just do it. Where 
poor performers are allowed to remain on the Job, it's not because 
of the law, or the unions, or civil service rules. It's because of 
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timid or Incompetent managers who either will not or can not root 
them out. If there Is a performance problem here. It's a problem 
of management performance. 

If we are really serious about this Issue, one of the areas we 
should be looking at more closely Is the length of time It takes 
for the appeal of a performance-based removal to wind Its way 
through the administrative and Judicial thickets. It seems to me 
that an employee whose removal case was heard by an arbitrator or 
the Merit Systems Protection Board has received a full and fair 
hearing consistent with due process rights. At that point, I can 
see no reason to needlessly prolong matters by allowing yet another 
bite at the apple through an appeal Into the federal courts. 

Apart from this common-sense suggestion for speeding up the 
appeal process for performance cases, I continue to see the 
preoccupation with the poor performer as a serious distraction from 
the real problems at hand. The government has spent the past 17 
years devoting precious time and resources to the Infinitesimal 
number of poor performers, when we should concentrate Instead on 
motivating and energizing the hardworking men and women who make up 
the vast majority of the government workplace. In fact, one of the 
great failures of the current performance management system Is Its 
emphasis on preventing bad performance Instead of producing quality 
results . 

The Government Performance and Results Act Is a good start In 
a new direction, with Its focus on strategic planning and long-term 
goals. The critical piece In all this, however, and one that Is 
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supported by the NPR, Is the involvement of employees and their 
unions in helping to design individual employee performance 
expectations that are tied to measurable results and outcomes, 
thereby linking an employee's performance to that of the agency. 
This would not only give employees a clearer understanding of what 
is needed to help accomplish the agency's mission, it would also 
give managers -- perhaps for the first time — a truly effective 
tool for weeding out the good performer from the bad. 

ELIMINATE LEGAL BARRIERS TO LABOR-H&NAGEMENT P&RTNERSHIPS 

The emergence of labor-management partnership has been an 
Important catalyst for change in the federal government. By 
drawing a clear connection between partnership and the larger goal 
of a reinvented government. President Clinton has Invested labor 
and management with a renewed sense of purpose. Partnership has 
created new measures of success for labor and management and forced 
them to reexamine traditional attitudes and ideas. 

Perhaps most important of all, partnership has charged labor 
and management with the shared responsibility for creating high- 
performance government organizations and making government more 
responsive to the needs of American citizens. We are convinced 
that partnership is the bridge to the government workplace of the 
21st century. 

But that bridge is a work in progress. To ensure a strong 
foundation that will stand the test of time, we need to remove the 
legal barriers to partnership that exist under the current Labor- 
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Management Relations Statute. Foremost among these Is a collective 
bargaining system that Is Incompatible with high-performance human 
resource practices that emphasize employee Involvement In workplace 
decisions and cooperation between labor and management. 

Under the current labor relations system. Important workplace 
Issues are often reserved to management's unilateral discretion by 
the "management rights" provisions of the labor law. In the past, 
this broad prohibition has prevented the parties from bargaining to 
agreement on the training of employees, the creation of health and 
safety committees, the establishment of career development 
programs, and the simple requirement that performance evaluations 
be fair and objective. 

Rather than encouraging discussion on the Issues of most 
concern to management and employees alike, the labor statute draws 
the parties Into a fruitless debate over whether management Is 
allowed to have the discussion at all. This rlghts-based 
bargaining system has been a breeding ground for disputes and 
litigation, which In turn channels precious government dollars Into 
already overburdened administrative agencies and federal courts. 

While It Is undeniable that the President's Executive Order on 
partnership has done much to turn this adversarial system around, 
the strides we ' ve made toward labor-management partnership and 
shared decisionmaking could be Jeopardized over time by a statutory 
scheme that emphasizes unilateral management prerogatives. A 
relnvlgoratlon of the federal civil service necessarily entails a 
partnership with federal employees and their elected unions. 
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If that partnership la to flourish, the requirements of Executive 
Order 12871 must be codified In law. At the same time, the 
restrictions on bargaining Imposed by the management rights clause 
must be eliminated so the parties can work more closely than ever 
before on Improving productivity. Increasing efficiency, and 
producing a more customer-oriented government. 

Now It may surprise some of you to hear a union leader talk 
about labor-management partnership and expanded bargaining 
opportunities as a vehicle for productivity, efficiency, and better 
government. These goals have traditionally been seen as the 
exclusive province of management and managers. But that outdated 
attitude Is precisely what AFGE has been fighting so hard to 
overcome these past three years. 

As federal employees, as American citizens, and as taxpayers, 
AFGE members want a better, more effective government. Our members 
are as frustrated as anyone else when government Just doesn't work. 
The chance to Influence and shape the design of government reform 
Is In our Interest as unionists, to be sure, but also as citizens 
who are Important stakeholders in the enterprise of government. 
That Is why we do not see revisions to the labor law as a zero-sum 
game where expanded opportunities for employee and union 
Involvement come at the expense of management authority. We see it 
instead as a wln-wln situation: a win for government and a win for 
the American people. 
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Now I am not going to sit hare and pretend that the Issue of 
expanded bargaining opportunities has not left some folks seeing 
red in the past. If that's true, they need to clear their eyes and 
see how the world around them has changed. Discussions about 
expanded bargaining have mostly taken place at a time in the past 
when labor and management viewed each other warily across a chasm 
of distrust and conflict. But that adversarial climate is changing 
rapidly and widely across government. The parties are no longer 
viewing collective bargaining as an "I win, you lose" exercise in 
power. Instead, they are using partnership and negotiations as a 
basis for finding mutual goals and Interests to better serve the 
agency, its customers, and the American people. 

That is why AFGE, the Department of Defense, the Office of 
Personnel Management, the Federal Labor Relations Authority, and 
the other unions and agencies who make up the National Partnership 
Council have strongly endorsed the Introduction of new substantive 
standard for negotiations called the "good government standard." 

This standard would supplement the current obligation to 
bargain in good faith, which is a procedural standard unrelated to 
the quality of the ultimate collective bargaining agreement. 

Under the good government standard, the parties would be required 
to bargain with the goal of promoting increased quality and 
productivity, customer service, efficiency, quality of workllfe, 
and other commonly-accepted components of good government. In this 
way, the standard would establish a benchmark for measuring whether 
the results of collective bargaining are helping to foster the 
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high-performance, mlsslon-orlented workplace sought by labor and 
management alike. 

This standard would fundamentally alter the nature of 
collective bargaining. For the first time In this country, a 
collective bargaining statute would commit labor and management to 
the principles that are necessary to establish a high quality work 
organization. The empty debate over whether management or the 
union should have the "right” to talk about a matter at the 
bargaining table would be replaced with meaningful discussions 
about how to Improve government performance. If tied to expanded 
bargaining opportunities and the codification of the Executive 
Order, the Introduction of this standard would dramatically Improve 
the capacity of both parties to create a government that works 
better and costs less. 

PROVIDE FOR TRAIWIWG MtD EMPLOYEE SKILL DEVELOPMENT 

High-performance organizations in the private sector invest 
heavily in training and continuous learning. The federal 
government can afford to do no less for Its employees. The most 
Important asset of any organization Is Its workforce. Training and 
skill-development must be viewed as a strategic Investment In 
higher quality and productivity, not as a cost to be controlled. 

Unfortunately, training activities are among the areas hardest 
hit In these tight budgetary times. And even where training 
dollars still exist, they are often concentrated on mld-to-upper 
level managers, virtually ignoring front-line employees. 
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Ironically, some of the Increased costs of government can be 
directly attributed to an undertrained workforce. 

Federal agencies must receive sufficient funding to turn this 
training deficit around. The need for adequate training will 
become even more Important as the government eliminates layers of 
management and front-line workers take on more responsibility for 
quality and customer service. With the Increasing popularity of 
work teams, employees will also need training In such non- 
tradltlonal areas as team-bulldlng, problem-solving, and conflict- 
resolution, In addition to the technical skills they will need to 
get the Job done. We urge an Investment In training commensurate 
with the significant challenges ahead for the federal workforce. 


CONCLUSIOM 

Mr. Chairman, AFGE believes that our recommendations for 
reform are this government's best hope for avoiding the failures of 
the past and meeting the needs of the future. In many ways, the 
federal government Is at the same crossroads where many American 
businesses stood 15 or 20 years ago, struggling to remain 
competitive In a rapidly changing world. While the challenge we 
face Is not one for lost market share. It Is something Just as 
difficult: to end the long cycle of public distrust and restore the 
confidence of the American people In the effectiveness and quality 
of their national government. 

No one has a greater stake In the outcome of this struggle 
than federal workers . AFGE members simply cannot Imagine a 
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continuation of the discredited systems and tired ideas that 
prevail under the current civil service framework. For the 700,000 
men and women that AFGE represents, the quality and future of their 
working lives hang in the balance. Clearly, it is past time for 
fundamental change in the management of the federal service. 

The cornerstone of this change must be the Involvement of 
employees and their unions in a partnership with management. Only 
through partnership can we create the skilled and flexible 
workforce that is the key to efficiency and productivity. Only 
through partnership can we hope to bring about the innovation and 
bottom-line results necessary to realize the goal of a better, more 
responsive government. 

At AFGE, we are working to make the vision for better 
government a reality. We are dedicated to an agenda for change 
that is based on union values but aligned with goals developed 
Jointly with management. No longer will it bo enough for AFGE or 
any other union to simply oppose or criticize workplace decisions 
from the outside looking in. Unions and union leaders must be 
willing to offer their own ideas for improving government 
performance . 

At AFGE we have accepted that challenge. We believe that 
labor and management have a mutual Interest in the success of 
government and a shared responsibility to work for that success. 
We are not afraid of change. Our members are proud of public 
service, and they are committed to working with this Congress and 
this Administration to bring about the changes that are needed to 
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build a government the American people can point to with the same 
sense of pride. 

Mr. Chairman, let me conclude with a final comment. For the 
first time in a generation, we have a real opportunity for 
meaningful and lasting reform of the federal government. But this 
opportunity may be squandered if downsizing, privatization, 
contracting-out, and pay and benefit cuts become the defining 
reality of "reform" for government workers. 

The changes contemplated by the National Performance Review 
and others will require workers to do more with less. This will 
demand a renewed commitment by the workforce to the cause of public 
service. I'm afraid that moat workers will be reluctant to make 
such a commitment if they can no longer afford basic health care 
for their families, or if their salaries fall even further behind 
their private sector counterparts, or if they see successful 
government programs sacrificed at the altar of a destructive anti- 
government Ideology. We urge this Congress to stop eating away at 
this government's most precious asset, its workers. 

That concludes my testimony. I would be happy to answer any 
questions the Members of the Subcommittee may have about the 
recommendations I've made here today. 
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Mr. Mica. Without objection, your entire statement will be made 
part of the record. We thank you. 

I turn now to Ms. Bonosaro. 

Ms. Bonosaro. The Senior Executives Association also appre- 
ciates the opportunity to testify and is particularly pleased, Mr. 
Chairman, that you have scheduled a long overdue review of the 
Civil Service Reform Act. 

I will address first the administration’s bill for civil service re- 
form, because the association is extremely concerned regarding the 
proposal to reorganize 0PM and the resulting possibility of that 
agency not being able to carry out its statutory responsibilities. 
Most personnel authorities would be delegated directly to the agen- 
cies, yet, in view of downsizing, cuts in middle management and 
personnel functions, and other agency reductions, we are not en- 
tirely confident that agencies will be able to adequately carry out 
these new responsibilities. 

Further, there must be adequate oversight, which may not be 
able to be provided by 0PM, to ensure that this delegation does not 
result in personnel systems which differ so markedly that concerns 
will arise regarding even-handed operation of the merit system it- 
self. 

Further, the legislation proposes to codify the provisions of the 
Executive order which established the National Partnership Coun- 
cil and expanded bargaining rights of Federal labor unions. SEA 
does support labor-management partnerships; however, we do not 
support the grant to unions of additional bargaining rights which 
essentially would give them veto power over many decisions which 
we believe are appropriately those of management, especially those 
dealing with the right to assign work or to determine the tech- 
nology for performing work. 

Further, if unions and management do not agree on any of the 
many issues which are made subject to bargaining, then the au- 
thority to make binding determinations is turned over to arbitra- 
tors. We oppose decisions which are properly management’s being 
statutorily ceded to arbitrators who have no responsibility for act- 
ing in the public interest or answering to the citizenry. 

Another inappropriate proposal would allow labor organizations 
to bargain performance standards for individual employees. We do 
not object to agencies working with unions to establish performance 
management systems, however. 

Mauiy of the other proposals put forth by the administration are 
worth consideration by Congress, with the few exceptions that I 
have noted in my written statement regarding performance and 
conduct actions. We believe the real problem preventing agencies 
from taking performance actions is the ability of employees, in 
many cases, to thwart such actions by filing complaints against 
their supervisors and managers with numerous agencies. 

Often the result is that the agency will settle with a poor per- 
forming employee rather than devote the time and resources nec- 
essary to respond to a barrage of charges. Unless this multiplicity 
of processes is circumscribed in some sensible, fair way, managers 
will seldom make the effort to deal with poorly performing employ- 
ees, and when they do, they often will not succeed. 
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SEA has conducted a survey of its career executive membership 
regarding this problem and will be pleased to provide the survey 
results to you at the hearing scheduled on this topic. 

I would like to proceed to several concerns regarding the Senior 
Executive Service. Since its establishment in 1978, Congress has 
adopted several modifications to the act, most, but not all, needed 
and beneficial. Although the basic structure of the SES remains in 
place, there has been a tendency to whittle away at the underl 3 dng 
SES premise of greater risk for greater reward, without any consid- 
eration of the overall structure or its rationale. 

For example, the ability of senior executives to carry an unlim- 
ited amount of annual leave over has been restricted by Congress. 
The administration denied the January 1995 comparability pay ad- 
justment given to GS employees these executives supervise. Some 
agencies have given no bonuses to senior executives in recent 
years. Few sabbaticals have been granted, and little effort has been 
made to promote voluntary mobility. 

Many times proposals are made to provide the same treatment 
for the SES as for General Schedule employees when it would re- 
sult in the SES losing a benefit, while at other times different 
treatment is proposed or provided in order to avoid a gain for the 
SES. The SES is unlike the General Schedule and should not be 
compared to it, given substantial differences in responsibilities, job 
protection, pay-setting, appointment process, access to credit hours 
and compensatory time, and more. 

While we make no specific legislative proposals in this regard, we 
ask the subcommittee to be vigilant regarding attacks on specific 
provisions of the SES system in the absence of consideration of the 
whole system. 

We do believe it is important, however, that you consider estab- 
lishing a board composed with a career executive majority and 
charged with responsibility for active oversight of the career SES 
govemmentwide. We recommend that the SES be divided into a ca- 
reer executive service, over which the board would exercise over- 
sight, and a political executive service, composed of the current 
noncareer executive cadre. The establishment of such an oversight 
system would include the creation of an SES director-general posi- 
tion in each agency, the responsibilities of which have been spelled 
out in my written statement. 

I would like to end, if I may, with two other recommendations: 
One, we recommended that a headhunter system be established in 
the Office of Personnel Management, which would, of necessity, re- 
quire some funding initiedly, but which we believe could become 
self-sustaining, since agencies would pay a fee to recruit through 
the program. We think it would begin to change the paradigm for 
SES entry, advancement, and mobility. 

We are also concerned that you consider two pay proposals that 
we have recommended. The first would set ES-1 pay at 110 per- 
cent of GS-15-10, in place of the current 120 percent of GS-15- 
1. Only in that way cem we ensure that we will not be in a position 
where there is pay overlap between the General Schedule and the 
Executive Service, pay overlap which causes agencies to bring peo- 
ple in at a higher pay grade or pay rate than they would otherwise. 
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Second, we are concerned that you consider a provision to guar- 
antee that career executives and their equivalents receive all com- 
parability and locality pay adjustments granted the General Sched- 
ule. 

I will be pleased to respond to your questions. 

[The prepared statement of Ms. Bonosaro follows:] 
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The Senior Executives Association (SEA) appreciates the opportunity 
to testify on the linportcuit question of civil service reform and commends 
Chairman Mica for scheduling this hearing for a long-overdue review of the 
Civil Service Reform Act of 1978. Our testimony will address, first, 
several of the proposals put forth in the Administration's proposed 
Federal Human Resource Management Relnventlon Act which are of major 
concern to the Association and, second, several Issues of particular 
concern with regard to the Senior Executive Service. 

Administration's Civil Service Reform Proposal 

SEA Is extremely concerned regarding Che proposal to reorganize Che 
Office of Personnel Management (0PM) and the resulting possibility of the 
agency not being able Co carry out its statutory responsibilities. 0PM 
proposes to delegate most personnel authorities directly to government 
agencies. In view of downsizing, staff cuts (especially In 
middle-management and personnel functions) , and other reductions at 
government agencies, we have no confidence that agencies will be able to 
adequately carry out their newly -delegated responsibilities. In addition, 
as with all " eoqjowermenc * of agencies with new authorities, there must be 
adequate oversight. 0PM Is but a shadow of its former self, and further 
staff reductions threaten to ma]ce matters worse. Finally, without 
adequate oversight, Che delegation may result in personnel systems which 
differ so mar)cedly from agency to agency chat the etblllty of employees to 
apply cuid be considered for positions in other agencies will be inhibited 
and even greater concerns tluui now exist will arise regarding even-handed 
treatment of Federal employees and of implementation of the meric system 
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Itself. For these reasons, we have grave concerns cibout nany of the 
proposed delegations of authority to agencies, and the further realignment 
of 0PM as proposed by the legislation. 

Further, the legislation proposes to codify the provisions of 
Executive Order 12871, Issued by President Clinton, which established the 
National Partnership Council and expanded the bargaining rights of Federal 
labor unions. SEA generally supports the labor /management partnerships 
which have been established, and, in some agencies, these partnerships are 
promoting greater and more beneficial cooperation between labor and 
management. However, we do not support the grant to labor unions of 
additional bargaining rights which essentially give them veto power over 
many decisions which we believe are appropriately those of management, 
especially those dealing with the right to assign work or to determine the 
technology for performing work. In this period of partnership, such 
matters may not be considered crucial, but if labor -management strife 
should arise, the retention of management rights would prove very 
iii?>ortant . If the unions and management do not agree on any of the many 
issues which are made subject to bargaining by the Executive Order, then 
the authority to make binding determinations would be turned over to 
arbitrators. We strenuously oppose decisions which are properly 
management's being ceded to arbitrators who have no responsibility for 
acting in the public interest or answering to the citizens of this nation. 

Likewise, we object to a codification of the National Partnership 
Council created by the Executive Order. He believe that continuation of 
the Executive Order in this transition period is appropriate, although we 
object to esqpanslon of subjects of bargaining, as noted eibove. 
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We do not feel strongly about many of the other proposals put forth 
oy the Administration. For exaa^le. It appears, on balance, that 
pay-banding proposals, increasing the number of demonstration projects, 
and even establishing non- reimbursable details as "try-outs’ with other 
agencies for employees who are facing separation under a RIF are all worth 
consideration by Congress. We also believe that. In some circumstances, 
making non-permanent appointments for up to five years might be 
acceptable, but we are unsure what limitations are prohibiting agencies 
from making such appointments at present. In addition, we agree that 
en^loyees with non-permanent appointments should be eligible for federal 
benefits after one year of service, which is also proposed. 

We do not believe that the proposal to consolidate all performance 
and conduct actions under Chapter 75 is acceptable unless the present 
legal standard in performance cases of "substantial evidence” is retained, 
along with the prohibition on the Merit Systems Protection Board 
mitigating penalties. The proposal to reduce the written notice period in 
performance cases to IS days and to allow agencies to reduce the pay of 
poor performers by 25% are bad ideas in SBA's view. The fact is that the 
real problem preventing agencies from taking performance actions is the 
ability of employees to thwart such actions by filing complaints against 
their supervisors and managers with numerous agencies. 

For example, it is not unusual for poorly performing employees to try 
to protect themselves and their jobs by making anonymous (suid often false) 
allegations against their supervisors with their agency's Inspector 
General or the GAO hotline and, thereafter, making allegations to the 
Office of Special Counsel that they are being retaliated against as 
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whistleblowers because they made the IG or GAO ’disclosures’; filing EBO 
complaints against their supervisors about every possible matter (with 
disability discrimination most often alleged) ; filing grievances cibout 
numerous matters under the agency' s grlev2mce procedure or the union 
contract; and finally, filing Unfair Labor Practices charges with the 
Federal Labor Relations Authority charging that the real reason the 
managers are trying to deal with their poor performance Is because they 
are active in their unions. Often, the result is that the agency will 
settle with a poorly performing employee, often ma)cing cash payments to 
them with the taxpayers' dollars, rather than devote the time and 
resources necessary to respond to such a barrage of charges . 

Unless this multiplicity of processes and the ability to madce false 
accusations against managers and supervisors are curtailed, managers will 
seldom make the effort to deal with poorly performing employees. As is 
now the case, they will continue to know that the pain they will suffer 
personally Is much greater than the result they might achieve on behalf of 
their agencies or the taxpayers. 

Last month, SEA conducted a survey of its career executive membership 
regarding the problem of poor performers and is currently cos^lling the 
many responses we have received. He understand that the Subcoomlttee has 
scheduled a hearing devoted solely to this topic, and we will be pleased 
to provide the results of this survey to you at that time. 

One further proposal which we believe is inappropriate would allow 
labor organizations to bargain performance stemdards for individual 
employees with their agencies. We oppose this proposal because It could 
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result 1 q union and enployees stonevAlling management's ability to set 
performance standards which require the employee to meet the agency's 
goals and perform In a manner consistent with responsive, efficient 
service to the public. We do not object to agencies working with unions 
to establish performance management systems, because such systems can have 
adverse or positive generic Intact on groups of enployees. 

The Senior Executive Service 

I will now proceed to specific concerns regarding the Senior 
Executive Service. The SES, as you know, was established by the Civil 
Service Reform Act of 1978. Since that time, Congress has adopted several 
modifications to the Act. Many of these changes, but not all, have been 
needed and beneficial. Although the basic structure of the SES has 
remained in place, there has been a tendency to attempt to whittle away at 
the underlying SES premise of "greater risk for greater reward" without 
any consideration of the overall structure or its rationale. 

The Senior Executive Service was carefully crafted as a system of 
increased risk for increased rewards, unlike the General Schedule. When 
super-grade enployees converted to the SES in 1979 (as is true for 
entering GS/GN IS's today), they gave up substantial job protections and 
rights in exchange for a series of "rewards," both actual and potential. 
These "reward" provisions included a bonus system, the Presidential Rank 
Awards, sabbaticals, and the right to retain annual leave without a 
ceiling. The curtailment of job protection is perhaps best illustrated by 
the lack of any effective appeal right for a determination of removal for 
unsatisfactory performance. In addition, however, they also gave up the 
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right to be promoted In grade and pay if moved to a higher level SES 
position, and an appeal right If moved to a lower level SES position. 

The ability of Senior Executives to carryover an unlimited amount of 
annual leave has been restricted by Congress; the Administration denied 
the Jcuiuary 1995 national conparablllty pay adjustment given to the 
General Schedule employees these executives supervise; some agencies have 
given no bonuses to Senior Executives In recent years; few sabbaticals 
have been granted Senior Executives during the life of the Service; and 
little effort has been made to promote voluntary mobility. Thus, we have 
seen a history of broken promises and some unraveling of the system 
Itself. Many times, both the Congress and the Administration have 
proposed, or have provided, the same treatment for the SES as for General 
Schedule enployees when It would result in the loss of a benefit (e.g., 
annual leave carryover) , but have proposed or have provided different 
treatment for the SES than for GS enployees when It would result In a gain 
(e.g., the national comparability pay adjustment In January 1995). 

Yet, the Senior Executive Service is unlike the General Schedule and 
should not be centred to It. It is true that, in coo^arlson to the 
General Schedule, the SES does enjoy different rewards. Including the 
annual leave benefit. However, the SES, as noted earlier, enjoys 
considerably fewer job protections. Further, the SES has no right to, and 
does not, earn credit hours, coopensatory time or overtime, as do GS 
employees, nor do they earn annual withln-grade pay Increases which can 
amount to as much as 3% a year, as do GS employees. 
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Ultimately « the question can properly be raised, is it not right and 
fair to consider returning job protections to Senior Bxecutives and 
returning to a system closer to the GS system with its annual step 
increases, job protections and multiple appeal systems for every 
grievance? This existed before and substantially impaired the ability of 
"management" to exercise flexibility in managing the career executive 
cadre. But, if SES members onist give up many of their rights and 
benefits, while "management” still retains flexibility, what is the 
objective of retaining the SES system but to benefit "management?” 

While SEA does not believe we have yet arrived at that point and 
makes no specific legislative proposals in this regard, we urge the 
Sxjbcommittee to be vigilant regarding attacks on specific provisions of 
the SES system in an absence of consideration of the whole system. 

SES Overflight Board 

SEA do^a believe, however, that it is important that Congress 
establish a board charged with responsibility for oversight of the career 
SES government - wide and composed with a career executive majority. 

Further, we recomnend that the SES be divided into a Career Executive 
Service (CES) , over which the Board should exercise oversight, and a 
Political Executive Service (PES) , composed of the 10% current non-career 
executive cadre. Finally, the establishment of such an oversight system 
should include creation of an SES Director General position in each 
agency . 
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Such a Board should have full responsibility for active oversight of 
the corps and planning for its future management. The Board's role should 
enconqpass, for exan^le: 

(1) oversight of agency management (or Directors General management) 
of the SES; 

(2) encouraging succession plemning throughout the Executive Branch; 

(3) promoting voluntary mobility; 

(4) identifying emerging concerns and developing appropriate 
policies; 

(5) promoting continuing professional development; 

(6) developing frameworks for advaincement in rank, including a 
requirement for periodic consideration of each executive for advancement; 
and 

(7) ensuring that adequate personnel data are available on a timely 
basis for intelligent "corporate* planning. 

The SES Director General position established for each agency should 
be a career- reserved SES position with responsibilities for: 

(1) ensuring that the Executive Resources Board (which the Director 
General would chair) actually operated as envisioned by statute and 
regulation; 

(2) ensuring that Performance Review Boards function properly, e.g., 
evaluations are timely and accurate, and non-performing executives are 
removed ; 
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O) ensuring that executives have and fulfill career development 
plans; and 

(4) ensuring that a truly effective candidate development program is 
crafted and in place to ensure that qualified replacements are available 
when career executives retire or resign. 

SEA believes that a system which includes a Board and agency SES 
Directors General will better ensure that the prOTiise of a high quality, 
high performing, mobile, responsive corps can be met. This objective is 
especially critical as government faces a multiplicity of challenges 
today, challenges which career executives, in particular, must meet as 
their agencies are doimsired and "reinvented.” We would be pleased to 
provide further specifics if the Subcommittee wishes. 

SES Volu ntary Mobility 

The promise of the original concept of the Senior Executive Service, 
at least in part, as a highly mobile corps of generalist executives has 
clearly not been met. Relatively few executives transfer to other 
assignments within their agencies each year, and even fewer to other 
agencies. For example, 10% of the corps was reassigned within an agency 
in 1993 (this number includes those whose job titles changed due to 
reorganization), and only .4% transferred to other agencies in that year. 
94% of career SESers have served in only one agency while in the SES. 
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SEA supports voluntary mobility because it can provide opportunities 
for career advancement, as well as revitalization, but a variety of 
factors have conspired to limit movement between, as well as within, 
agencies. They include i) executive distrust of agency efforts made to 
reinforce mobility due to earlier negative experiences with such efforts, 
2) the difficulty of establishing increased mobility opportunities in 
agencies without a clear history of utilization of mobility as a path to 
advancement, 3) a lack of clarity regarding the relationship of pay and 
rank to position, 4) the nature of the corps itself, with a high number of 
retirement'Sligible executives and a high level of specialization, 5) 
agency actions which discourage interagency transfers with highly 
specialized qualifications recjuirements and distrust of the quality of 
executives applying for positions from other agencies, and 6) the need to 
provide entry opportunities into the SES for GS\GM 15 "s currently eir^loyed 
in the agencies . 

Moat important, however, is that few, if any, resources exist to 
enable those executives who wish to transfer to do so or to assist those 
agencies with critical executive vacancies to fill them. Thus, we 
recommend the establishment of a "headhunter" program within 0PM. It 
would, of necessity, require funding for a few staff positions in the 
early trial period, but would become self-sustaining quickly if properly 
hcuidled. 
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This group could respond to reports from agencies of vacancies and 
qualification requirements, scanning the universe of qualified SES or 
GS-15 candidates or even searching outside the government. They would 
provide a pre-screened list of the best 3-5 qualified individuals 
available for each position, initially contacting these individuals, 
determining their availability and interviewing them. The agency could 
then conduct further interviews and ma)ce its selection, having the option 
of negotiating pay, relocation benefits, and reassignment bonuses in order 
to attract amd con^ete for the individual of their choosing. 

Agencies which successfully recruit through the headhunter program 
would pay a fee to the 0PM headhunter group similar to the private sector, 
which generally is a percentage of salary. Eventually, of course, the 
group could operate on a revolving fund basis. The agencies utilizing the 
program would be paying a fee for the headhunter program and, thus, would 
require value for their expenditures. The headhunter group would be 
challenged Co find the best for that agency, because they were being paid 
to do so. 

The entire SES corps would be energized, and their morale and esprit 
de corps would increase because they would )cnow that there was a 
functioning mechanism to identify high-performing executives and promote 
mobility and career advancement for them. And the public perception would 
be that these recruited executives were the best available. They would 
)cnow that the government had used a well -recognized private sector method 
in order to ensure that top government executive positions were filled 
with the best available. 
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By changing the paradigm for SES entry, advancement and mobility, we 
will have created a pool of talent constantly being evaluated to Identify 
those who are best, so that they can be identified and recruited for other 
top level jobs in the government. Agencies will recognize that they are 
getting the best every time they have a vacancy and, in order to retain 
their best executives, will be much more attentive to the management of 
their existing executive resources. 

SES Pay 

Over the years, the career executive corps has often been denied a 
pay adjustment due to the link with Executive Level IV (SES pay is capped 
at Executive Level IV for comparability adjustments and at EL III for 
locality adjustments) . Supergrade pay was capped from 1975 to 1978, and 
SES pay was capped for the first four years of the new system. 

Furthermore, there was no annual pay adjustment for SES employees at the 
ES-4 level and above for several years during the 1960'8, and SES pay 
experienced a marked decline relative to inflation and GS pay during this 
period. In contrast. General Schedule employees received regular pay 
Increases in the 1970*8 and 1980' s. 

The question of annual pay adjustments for the executive corps is 
almost inevitably caught in the crossfire of congressional salary debates, 
unlike most rank and file employees who typically receive pay adjustments 
with little public debate. Thus, we began the downward spiral in the 70*8 
and 80*8 which resulted in the need for the major pay adjustment of 1991. 
He liave begun this process again with the denial of the January '95 
coraparabillty adjustment to the SES corps, and the Administration's 
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Indication to us that they are seriously considering denying career 
executives the increase scheduled for GS en^loyees in January 1996. 

At the same time, it is important to note that the gap between 
condensation of federal career executives and their private sector 
counterparts is substantial and has grown wider in the last two years. 

SEA contracted with the Hay Group in both 1993 and 1994 to conduct a study 
cond^ring condensation of SES positions with that of cond^^^^s positions 
in private Industry. A sandle of SES positions (benchmarks) were selected 
(across a range of agencies, SES pay rates, and functions) from Hay's data 
bases of SES evaluated positions. Using Hay job content points as a 
consnon denominator, these SES positions were compared to positions which 
Hay has evaluated in a wide variety of industrial organizations and 
service industries, as well as in S(xne nonprofit organizations and local 
governments . 

The 1994 study revealed that SES total cash condensation ranged from 
47% to 74% of that of average industry total cash condensation for jobs of 
the same difficulty. Thus, SES total cash condensation for these 
positions would have had to be increased by from 35% to 114% to attain 
condarability with private industry in that year. These data demonstrate 
the breadth of the pay gap with private industry (which grows wider as one 
ascends the General Schedule and reaches its peak in the SES) . 

When pay adjustments accorded GS exiployees are denied to SES members 
and their equivalents, no good reason has been advanced for the decision. 
SES members and their equivalents are no less affected than other 
eofployeee by either the disparity between public sector amd private sector 
pay or the high cost-of -living in particular localities. The executive 
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corps does not seek special treatment, but neither do they deserve to be 
penalized for having conpeted for and reached positions at the top of 
their profession. 

withholding pay adjustments from the SBS has resulted In pay 
conpresslon such that GS 15 pay la coming dangerously close to overlapping 
SBS pay. Such pay compression Inhibits recruitment of new entrants Into 
the SBS (or requires that candidates be offered higher entry SBS pay rates 
than otherwise Indicated) and negatively Impacts retention of current 
executives. (Currently, for example, members of the FBI emd DBA Senior 
Bxecutlve Service have been especially hard hit by failure to apply both 
the comparability and locality adjustments to the executive corps. This 
is true because other adjustments provided to GS-15's in those agencies 
resulted In eui especially pronounced pay overlap with their SBS members. 

SEA urges the Subcomnlttee to consider legislation which would l) set 
ES-l pay at 110% of GS 15-10, in place of the current 120% of GS 15-1 and 
2) guarantee that career Senior Executives and their equivalents receive 
all comparability and locality pay adjustments granted the (Seneral 
Schedule. The first provision would ensure that no pay overlap could 
occur between the General Schedule and the SBS, and the second provision 
would ensure that these executives were never denied pay adjustments 
provided to those they supervise. We believe these proposals are sound, 
although we recognize that conqiression within the SBS (due to the 
statutory ceiling) may well become a problem and will only be relieved by 
pay adjustments are permitted at Executive Levels III and TV. 

I would be pleased to respond to any questions the Subcommittee might 

have. 
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Mr. Mica. Thank you for your testimony. 

I have a couple of questions. First of all, Mr. Tobias and Mr. 
Sturdivant, you represent a good number of Federal employees, 
and we heard Mr. Niskanen mention in his remarks that one of the 
major threats to the merit system is 180 race and gender pref- 
erences that have been established. How do you feel about this? Is 
it time to eliminate them? 

Mr. Tobias. I don’t think it’s time necessarily to eliminate them. 
I think some of them will be eliminated as a result of the study 
that, as I understand it, is underway to make sure that whatever 
is in existence is consistent with the recent Supreme Court ruling. 
Some of them necessarily will go away. 

But I think that labeling these, at least the ones with which I 
am familiar and the ones with which we deal, as preferences is not 
necessarily accurate. I believe that the work that we have done 
works to expand the pool of applicants, works to provide training 
and development to those who might not otherwise receive it, and 
makes them competitive in the workplace market. So I think that 
those efforts ought to be continued, to ensure that indeed we do 
have a work force which leads to better decisionmaking. 

If we are going to include employees as part of creating new 
work processes and procedures and we are going to make them 
part of the decisionmaking process, it seems to me that the more 
viewpoints, the more backCTOund, the more skills that we bring to 
the table, the better we will be. 

Mr. Mica. Mr. Sturdivant. 

Mr. Sturdivant. I think it’s pretty naive for people to think that 
we don’t continue to have discrimination in tWs country and for 
people to believe that we don’t continue to have discrimination in 
the workplace, including the Federal workplace. We don’t support 
reverse discrimination, but we certainly support continued efforts 
to make sure that the individuals who are responsible for carrying 
out the policies of this country look like this country and that there 
is a broad diversity in the Federal work force. We continue to sup- 
port that. 

Mr. Mica. Well, just by way of comment, I noticed in some of the 
testimony — I’m not sure if you submitted it, Mr. Niskanen — ^but the 
Federal work force doesn’t appear to be reflective anymore of the 
populace at large. It appears that all these preferences are now cre- 
ating an artificial support system and representation and employ- 
ment base. Again, according to some of the statistics that I saw in 
some of the testimony for today. 

Mr. Sturdivant. Well, I would invite you to perhaps visit an 
AFGE convention, which is pretty reflective of the work force that 
we draw from, and I will guarantee you that you will see a closer 
reflection to what this country looks like than any other organiza- 
tion that I have looked at, either on TV or anywhere else in this 
country. So I would say that the Federal Government has done a 
good job in moving in that direction, but it is not finished yet. 

Mr. Mica. Maybe you would like to comment, Mr. Niskanen. 

Mr. Niskanen. I have not seen the data on the representative- 
ness of the Federal work force, but I suggest that that is an inap- 
propriate standard. We ought to be hiring the people who are likely 
to be best for the job and to promote those who, in fact, perform 
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best in the job. And I see no particular reason why the Federal 
work force should look more lilce the American people than any 
other institution in American life. It should be those people who do 
the best job in the Federal Government. 

Now, I do want to make a distinction between preferences given 
on the basis of status, which I think is fundamentally wrong, and 
what I describe as an “aggressive policy of nondiscrimination.” 

Several decades ago, the U.S. military embarked on a policy of 
judging all male soldiers by the same standard, making sure that 
everybody had the right to be judged by the same standard, and 
second, making sure that the standards were relevant to the job. 
Those are the two tests that led the American military to be an ab- 
solutely first-rate militaiy force and one that takes advantage of all 
the skills and abilities and energies of everybody in the United 
States. 

Now, that’s a quite different policy than a policy of race and gen- 
der preferences. It is also a policy that is much more consistent 
with statutory civil rights language. The 1964 Civil Rights Act was 
sold by both Senator Humphrey and Senator Dirksen as being an 
absolutely color-blind act. And that was the policy that was broadly 
shared; those were the values that were broadly shared at the 
time. I think that we have suffered from departing from those poli- 
cies. 

Mr. Sturdivant. I don’t want to get into a back-and-forth here, 
because I don’t know that it would be very productive. But I would 
say that I would question the caveat that you can’t have a work 
force, certainly a Federal work force, which is responsible for serv- 
ing all of the citizens of this country, that not only looks like its 
citizens but also has the best people. 

Mr. Niskanen. That may turn out to be an outcome of a non- 
discriminatory policy, and well and good. I think it should not be 
the standard by which people are recruited and promoted. 

Mr. Mica. Well, I just wanted to raise this issue. 

Mr. Sturdivant. You did a good job of it. 

Mr. Mica. Some points were made by Mr. Niskanen that I 
thought should be aired, and I’m going to now stir up the pot with 
Ms. Bonosaro. You heard Mr. Dunlop testify about the need to get 
some of the SES out in the field, and I believe the fibres we had 
were 3,600 in Washington and 2,400 outside of Washington. What 
is your feeling about this ratio and recommendation? 

Ms. Bonosaro. Well, the last time I looked — I’m not familiar 
with the precise numbers you cited — but the last time I looked, the 
ratio ran something like one-third in the field; two-thirds in Wash- 
ington. A good number of executives have had, as a routine in their 
careers, mobility, because some agencies have a tradition of that; 
the IRS, for example. You understand when you enter that the way 
you are going to move up is to move around. I think they do that 
veiy effertively, in terms of their career development. 

We are interested in promoting mobility opportunities, particu- 
larly voluntary ones. Whether there is a specific need to have more 
people, you faiow, in Hoboken or Kansas City than there is in 
Washin^n, I think is obviously a slightly different issue. But the 
general issue of mobility itself is one that concerns us. I think, if 
we’re going to do that, however, it would be wise to go back and 
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review again whether, in fact, there are impediments to moving 
people. 

V^en our friend, Mr. Dunlop, cites executives who don’t want to 
go, clearly there are some obvious reasons, if your family is settled, 
you have children in school. But beyond that, even though the Con- 
gress has adopted better moving cost reimbursement legislation, 
there are still problems that remain in that area, and I think we’re 
going to have to look at it. But I think that is, to a large degree, 
a policy decision as to where we best put our people and how we 
deploy them best. 

Mr. Mica. He also creates a dilemma for you, because he rec- 
ommends you get them out in the field and then abolish the re- 
gional offices. So you’re getting awfully close to the soil out there. 

Ms. Bonosaro. And then also decide whether or not you’re going 
to grant them the locality pay increases everyone else is getting in 
that area. That’s another matter. 

Mr. Mica. We haven’t gotten into locality pay, but come back for 
that hearing. 

Mr. Niskanen, just one final question: How would you rec- 
ommend addressing the $ 1.6-trillion liability that you identified as 
an unfunded liability of some of our current pension program? 

Mr. Niskanen. Well, those are promises that are already made, 
Mr. Mica, and I think we are obligated to meet those promises. My 
suggestion is that we change the structure of Federal pension bene- 
fits for new entrants to the Federal work force in both the military 
and in the civil service work force. I think, ultimately, we will want 
to move to a defined contribution pension scheme rather than the 
kind of defined benefit pension scheme that is wholly unfunded. 

That will correct the problem over time, in terms of, as new peo- 
ple work through the work force, but I think we have no alter- 
native but to meet the promises that have already been made. That 
$1.6 trillion is the present value of promises that have already 
been made, and I think we have to meet those. 

Mr. Mica. Well, I would have to question the first part of your 
response, because the answer indicates, as I’ve been told by the ex- 
perts, that even if you change the terms for new entrants, you don’t 
solve the problem. The problem is so massive that it is going to re- 
quire some additional contributions and changes up front. That’s 
one reason we recommended the very popular high 5 versus high 
3, which is getting rave reviews. 

If Mr. Tobias would like to comment, but I’m going to defer now 
to Mr. Moran. Thank you. 

Mr. Moran. Let me first ask Mr. Tobias about the National Part- 
nership Council. We’ve heard a lot of criticism of it, but I think it 
was the Federal Labor Relations Board that did an evaluation of 
it. They said that the number of conflicts between labor and man- 
agement in the Federal work force has gone down dramatically, 
and that was the principal reason for setting it up, to avoid those 
conflicts from surfacing, to try to prevent them from becoming con- 
flicts and to set up a structure that would enable management and 
labor to work in a much more constructive, cooperative fashion. 

I would like to hear from you how you view the performance of 
the National Partnership Council? 
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Mr. Tobias. Well, I think that the National Partnership Council 
is basically an important symbol of labor-management cooperation, 
because it provides some support; it provides some analysis; it pro- 
vides policy direction. It has no power; it has no authority. The 
labor-management partnership councils in each agency, that’s 
where the work gets done. And it is the sponsorship of those agen- 
cy partnership councils which is so important and which has led to 
the reduction of grievances and unfair labor practices, much speed- 
ed-up implementation of changes, and all of those cost avoidance 
issues. 

Mr. Sturdivant. But the other piece is the cost savings and the 
improved efficiency and effectiveness. These councils work. We had 
a meeting just Wednesday of this week, and we had a presentation 
from the Letterkenny Arsenal, a base that’s going out of business. 
And even though it’s going out of business, this partnership council 
that has been in effect for a couple of years has dramatically de- 
creased the cost of operation, reduced the overhead, and they are 
going to go out of business not with litigation but in a way that 
everybody agrees makes sense. Now, that is real savings to the 
Government and a real example of what’s happening throughout 
the Government. 

Mr. Moran. Well, I would agree with you that that indicates 
clear progress. That’s just what we were looking for from the part- 
nership and really a method of alternative dispute resolution and 
preventing these problems before they occur and before they be- 
come costly, in terms of time and resources. 

Let me address another issue. In your testimony, Mr. Sturdivant, 
I was pleased to see this, you said; 

If we are really serious, we should be looking more closely at the lenrth of time 
it takes for the appeal of a performance-based removal to wind its way through the 
administrative and judicial thickets. 

It seems to me that an employee whose removal case was heard by an arbitrator 
of the Merit Systems Protection Board had received a full and fair hearing consist- 
ent with due process rights. At that point, I can see no reason to needlessly prolong 
that by allowing yet another bite at the apple through an appeal into the Federal 
courts. 

Mr. Sturdivant. Right. 

Mr. Moran. Well, that is an example of the kind of progress 
we’re looking for. I think it’s an example of the attitude that Fed- 
eral unions have been taking toward this process, as well, because 
that’s the kind of improvement in the process of appeal and re- 
moval for nonperformance, and so on, that we need, and that’s the 
kind of cooperation we need. 

But I would like to make it clear, 

Mr. Sturdivant. Can I just comment on that a little bit? 

Mr. Moran. Yes. Well, that’s what I’m going to ask you to, be- 
cause I think that’s a very important statement, if you’re saying 
that we should allow only one appeal for employees that are facing 
adverse action. 

Mr. Sturdivant. What I was trying to do there was send you a 
signal, and I guess you got it, that we’re prepared to begin, in 
AFGE, to open a dialog on this whole question of the so-called 
“poor performers.” I’ve done some testing. I’ve gone out and talked 
to our members. My district covers the entire continental United 
States, plus Alaska, Hawaii, and Europe. So I spend about 50 per- 
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cent of my time out where people do get their hands dirty and just 
kind of talking to our folks and getting feedback. 

And how do we deal with this so-called “poor performer” issue? 
Now, quite frankly, we think that it’s a phantom issue, but we 
want to get it off the table, because until we get this poor per- 
former issue or this preoccupation with, “We can’t fire folks,” off 
the table, we will not get the necessary attention of the policy- 
makers on how do you motivate, how do you excite, how do you 
train the 90-some percent of the people who want to do a good job 
but are poorly trained, poorly led, and poorly motivated. 

So that is our way — I like to move stuff off the table. I like to 
make things go away. And that is our signal, from AFGE, that we 
are prepared to open up and enter into a di^og on how to change 
some of these multiplicity of appeals procedures. Some folks get 
two and three bites of different apples. Quite frankly, in an orga- 
nized workplace in the industrial sector, a person goes to — they are 
discharged. 'They go to an arbitrator. 'The arbitrator makes a deci- 
sion. That’s the final decision, and that’s the end of it. And most 
of these can be done in 30 days. 

Another reason for wanting to kind of move this off the table, 
quite frankly, is, as a union, we have to change too. We’ve been 
pushing change in our organization and changing the mind-set, 
changing the attitudes, changing where we focus our resources and 
our attention. As a manager, as the CEO of an organization like 
AFGE, I’m not interested in spending 90 percent of our resources 
on perhaps 5 or 6 percent of the people that we represent. 

So I think that we ought to have a dialog or have a conversation 
and try to reach some consensus, with the unions, with the admin- 
istration, and with Congress, on how to deal with this issue. And 
I’m sign^ing you that we’re prepared to enter into that type of dis- 
cussion. 

Mr. Moran. Well, I’m very glad to hear you say that. That’s ex- 
actly the kind of attitude that we’re going to need if we’re going 
to make this work. And I’m glad to hear your recognition of the 
perception, and I think it is am accurate one, on the part of a lot 
of Federal employees. It was the case when I worked for the Fed- 
eral Government back more than 20 years ago and it does seem as 
though the union is preoccupied with 5 or 6 percent of its member- 
ship, many of whom do tend to be the poorer performers, and for 
that reason their jobs are threatened or they are under efforts to 
move either out or out of the agency that they are currently in. 
And that’s not the best use of your resources. 

I want to raise one other issue, and that is the bumping proce- 
dure when RIF’s occur, because I think it’s a very inefficient per- 
sonnel policy. It’s unfair to a lot of the people as you go down the 
line, and, as I said yesterday, we wind up overpaying some people 
in positions which they are not appropriate to be filling. 

So let me get some feedback on the bumping procedure. Maybe 
we can start with Ms. Bonosaro. 

Ms. Bonosaro. Bumping is part of the RIF process which in- 
cludes how one sets competitive areas, as you know. And we have 
had a real concern of late with regard to how these competitive 
areas are determined. We are seeing some agencies move to narrow 
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them both in the conduct of RIF’s and the issuance of revisions in 
their SES RIF plans. 

I appreciate your concern with regard to how far do you bump 
and do you finally have someone doing a job and being paid for 
something which doesn’t make a lot of sense. But, alternatively, I 
think we’re also concerned that people who are fully capable of 
doing other jobs in the agency, they may have done them before, 
that they be able to exercise that right and that the rules of the 
game not be changed on them. 

So our concern recently has been that, effectively, the manner of 
conducting a RIF is changing just by virtue of how agencies are 
able to narrowly set competitive areas. But that is our particular 
concern, and I’m sure my colleagues have some others. 

Mr. Sturdivant. Once again, I guess I’m prepared to put every- 
thing on the table. And I guess the reason why I’m taking this ap- 
proach today is because I think that the opportunity that we have 
to make substantive changes in how we provide services, goods, 
and other things for the American people, I think we have a win- 
dow, but I think that that window is going to close if we don’t act 
boldly and if we don’t act definitively. 

Now, a lot of the things I’m saying here are things that are con- 
troversial and certainly are controversial in our union. I believe 
that the job of a leader is to lead and to convince people that you’re 
trying to go in the right direction. So we are prepared, once again, 
to sit down and have some dialog, have some discussions about 
changes in the RIF procedures, changes in how the bumping is 
done, changes in how the competitive areas are done, as long as 
we, the union, are at the table emd a part of that process. 

One of the glaring examples that I think we have is this whole 
situation of managers and supervisors bumping back down into the 
bargaining units and ultimately bumping someone who is on the 
line, perhaps doing service delivery, out the door. 

And I would liken it to General Motors. Someone might have 
been on the assembly line at one time, and they might have gone 
to school, might have taken promotion opportunities, and eventu- 
ally they ended up in the executive suite. Well, General Motors de- 
cides to downsize its executives. The person who is in the executive 
suite doesn’t end up back on the assembly line. And that’s a con- 
cern that we have with the current procedures. 

So we would propose to limit those like individuals to compete 
with each other, such as managers and supervisors competing 
against managers and supervisors and not bumping back into the 
bargaining unit and displacing some of the front-line workers. 

Mr. Tobias. I join with my colleague in putting these issues out 
for discussion. I think that the issue of poor performers, the issue 
of RIF’s are problems. There are perceptions, and they have to be 
dealt with. I would add that the issue of RIF is really sort of the 
question that I raised in my initial testimony, and that is, how do 
you align the resources that you are allocated to achieve the out- 
come you wish to achieve? 

Part of that is having the right person in the right job. And the 
real squeeze about RIF’s is that perhaps the right person is not in 
the right job. I think that, at least all of the cost calculations that 
I’ve looked at say, it is much more effective to use buyouts as part 
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of a downsizing operation. When Xerox or AT&T announced that 
they are going to downsize 20,000 people or 15,000 people, the first 
thing that is done is to announce how much it’s going to cost, set 
aside that money, and proceed with the downsizing. 

Here we labor under some myth that somehow it’s possible to 
have it both ways; that is, to downsize by 292,000 people and at 
the same time have the right {lerson in the right job. The tools that 
we have or the tools that we create will not give us the kind of pre- 
cision that we need to accomplish the task. It seems to me that en- 
ticement is the best way to solve the problem. 

I would add one other thing, Mr. Moran. When you mentioned 
that when you were in the Government 20 years ago that unions 
focused on perhaps the 5 percent or the 6 percent of the poor per- 
formers, I think that that is reflective of the fact that 20 years ago 
that’s all we could talk about. There was nothing on the table to 
talk about other than that, and, believe me, we were very aggres- 
sive talking about what was on the table. So expanding what’s on 
the table automatically leads to a different perspective. 

Mr. Mica. I thank you, and I will yield now to Mrs. Morelia. 

Mrs. Morella. So many questions to ask and so little time. 
Thank you. This is a fascinating panel, to have all of you together. 

Just very briefly, Mr. Niskanen, your quotes are obviously out of 
context, so you have to recognize that. They kind of glared at me 
when I read them in your testimony, with regard to, for instance, 
“Only applicants who do not meet 0PM qualification standards will 
be considered.” 

I do think, however, that the Federal Government has a respon- 
sibility to hire only the most qualified for each job but to also 
search, to look beyond the blinders that they may traditionally 
have had. And I think you would probably agree, but it’s just that 
we use this rhetoric always, to look like there is this gross discrimi- 
nation taking place in pulling others into the work force. 

I would say, if we didn’t begin to search beyond, we would not 
have had an Eileen Collins, who is the first woman to pilot a space 
shuttle, just recently, when mice used to be what were used back 
in the early 1950’s instead of women, for some of the experiments. 
[Laughter.] 

It’s true. For some of the experiments that were done, they used 
men; they used mice. 

Mr. Niskanen. Well, I agree, Mrs. Morella. The issue is whether 
you open up the applications pool or you close it off. These recent 
measures actually close the applications pool rather than opening 
it. And I’m wholly in favor of opening the applications pool to msike 
sure that everybody has an opportunity to be judged by the same 
standards, and then, second, to make sure the standards are really 
relevant to the job. You don’t want people discriminating on the 
basis of the way the standards are written either. 

But the big difference and the huge difference is between wheth- 
er the formal action of the Government has had the effect of closing 
the applications pool, as it has in these recent cases, or whether, 
as in the military earlier, it had the effect of opening the applica- 
tions pool. Thus, that’s the important distinction. 
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Mrs. Morelia. Except a search is sometimes necessary to reach 
out beyond, if you’re finding that you only have one group all the 
time. But I think maybe you don’t disagree that much. 

I very much appreciated your statements, Mr. Tobias, particu- 
larly with regard to encouraging demonstration programs. That’s 
something I would like to pursue at another time with you. 

And Mr. Sturdivant, please know that we do have all of the list- 
ing of the issues that you thought were critically important and un- 
fortunately didn’t have enough time to talk about, the need for fur- 
ther training and skill development, the legal barriers to labor- 
management partnerships, which I think we need to look at, be- 
cause Mr. Tobias likes very much the labor-management partner- 
ships. 

And Ms. Bonosaro, you gave us an interesting perspective, too, 
in terms of the role of management, which we will be weighing as 
we look at our civil service reform. 

I guess one question I could ask all of you is, empowering em- 
ployees and increasing management accountability sometimes seem 
to be conflicting principles. I wonder, how do you pull it together; 
how do you bridge these principles? 

Mr. Tobias. I don’t think they are inconsistent at all. I think 
they do fit together, because empowering employees means increas- 
ing accountability. If I give you the discretion to act, I expect that 
I’m going to hold you accountable for the exercise of that discretion 
and the outcome that is achieved. 

The problem that we have is that there isn’t any delegation of 
authority nor expanded discretion. And as a result, people do what 
they are told to do, even when it’s wrong, even when they know 
it’s inefficient, even when they know it’s ineffective, because that’s 
what they are told to do. They have no way of saying, “Hey, wait, 
this makes no sense.” 

What we have been doing, over the last couple of years, is freeing 
these folks up to say, “Wait a minute. It should be done dif- 
ferently,” and to give them a voice that they heretofore have not 
had and also, I suggest, the rush — ^the rush — of accomplishment. 

Ms. Bonosaro. I think there are several issues that are raised 
by that question. One is, certainly, it’s a challenge for all of us as 
executives try to develop new roles for themselves and meet what 
is a very different leadership challenge. And that’s exciting, and I 
think the trick is, if we all have the mission in mind, we can prob- 
ably get there. 

I think there is a difficulty in doing that in the real world, how- 
ever, when, on average, as the earlier panel noted, eve^ 18 
months, at least as far as senior executives are concerned, their im- 
mediate superior is changing. So the direction you may have been 
moving in and being held accountable for, your new superior may 
well have some slightly different interests in mind. Sometimes I 
wonder how we ever get from here to there in Government, given 
the fact that you do have those shifts. That’s a reality of life. 

The third concern I have is with regard to the accountability 
issue and the suggestion that we look to other countries such as 
New Zealand. It’s certainly appropriate to consider what they are 
doing, but my concern would be that we recognize they are very 
different systems. 
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In New Zealand, if you’re a manager, you’ve got a 2- or 3-year- 
out budget. In Australia, for example, the executives are empow- 
ered to negotiate directly with the unions. There is such a variety 
of differences in our systems that, while it’s very tempting to look 
at some of these notions and to want to transplant them here, we 
have to do it cautiously, I think. 

Mr. Sturdivant. Well, as one of my heroes said, George S. Pat- 
ton, when he was charging into Germany, he said, “Never tell peo- 
ple how to do a job; tell them what you want done and give them 
the resources to do it, and they will do it.” Of course, his goals and 
his focus were kind of narrow, and I don’t say we should replicate 
that in the Federal Government. 

But I think, to move from that, we have the Government Per- 
formance and Results Act, so we’re asking agencies to operate to- 
ward outcomes, toward results, toward accomplishments. And I 
think that, as we move that into the agencies, and I think that, as 
each entity in the Federal Government is clear on what — ^those that 
are left when all this stuff is finished — ^is clear on their mission, 
clear on what their objectives are, clear on who their customers 
are, then, in order to accomplish these goals and objectives, the em- 
ployees have to be empowered, because they are the ones who are 
doing it. 

Now, where does the accountability of the manager comes from? 
A manager is a leader. You know, we’ve all learned, even I have, 
that this “Do as I say,” “Do it my way or hit the highway,” just 
doesn’t work. You don’t motivate employees; you don’t get the best 
ideas; you don’t get enthusiasm. So a good manager, who is ac- 
countable for not process but outcomes, for getting the job done, 
these factors fit very well, because somehow that person has got to 
motivate these employees to play above the rim, to operate in a 
higher level of intensity. 

We have found, there is empirical evidence that is starting to 
come in as a result of some of the studies and some of the things 
that the Partnership Council has done, we have found that it 
works. We know that the old system has not worked. We’ve been 
doing it the same old way, and everybody is talking about how 
Government doesn’t work. So why would we continue down that 
same track. Try something different. 

Mrs. Morelia. I think it’s a very good point that so much is 
going to rest with good management; otherwise, within this em- 
powering employees and letting them decide that something should 
be done a different way from what they are told, you’re going to 
have the fear of recriminations. 

Other questions that I would like you to answer, perhaps in writ- 
ing, because I must leave, have to do with the pasi^fail evaluation. 
We had some conflicting comments on that yesterday. I’m also in- 
terested in picking up on the issue that was raised about the per- 
ception of rigging RIF’s. You know, when you are delineating in 
competitive areas, how do you handle that kind of thing? 

Maybe if they pursue it when I leave, or in writing, whichever 
you want to do, Mr. Chairman. 

Mr. Mica. We may have additional questions from both sides to 
submit to you. I don’t want to cut this short, but we want to accom- 



257 


modate our other panel. We thank you for your participation. This 
is not the end, by any means, of this process. 

Mr. Sturdivant, you are correct that we have a window of oppor- 
tunity. Mr. Tobias, we’re going to be doing a lot of planting to- 
gether of acorns when I get ready. And we look forward to working 
with you, Ms. Bonosaro. 

The three of you represent a tremendous resource in our Federal 
Grovemment. I think we can do a good job working together. I have 
no preconceived notions on how to get there, and your offering to 
participate and work with us in the coming months will make the 
work product not only successful but beneficial, and that’s what 
we’re looking for. 

We also thank you for your testimony, Mr. Niskanen. And we 
will let the panel be dismissed. 

I would like now to call our final panel. We have David Denholm, 
who is president of the Public Service Research Foundation; we 
have Lennox Gilmer, association national employment director of 
the Disabled American Veterans; and we have Bruce Moyer, execu- 
tive director of the Federal Managers Association. 

I would like to welcome the panel, and if they could come for- 
ward, I will swear you in. If you would remain standing, please. 

[Witnesses sworn.] 

Mr. Mica. I would like to welcome you. We’re going to start im- 
mediately with David Denholm, president of the Public Service Re- 
search Foundation. 

Gentlemen, if you would, we would appreciate your summarizing 
your remarks. Your entire statement and prepared remarks, form^ 
presentation, will be made a part of the record. 

Mr. Denholm, you are recognized. 

STATEMENTS OF DAVID DENHOLM, PRESIDENT, PUBLIC 

SERVICE RESEARCH COUNCIL; LENNOX E. GILMER, ASSOCI- 
ATE NATIONAL LEGISLATIVE DIRECTOR, DISABLED AMER- 
ICAN VETERANS; AND BRUCE L. MOYER, EXECUTIVE DIREC- 
TOR, FEDERAL MANAGERS ASSOCIATION 

Mr. Denholm. Thank you very much, Mr. Chairman. I appre- 
ciate the opportunity to be here. I also want to apologize that I’m 
on the tail end of a drawn-out nasal and chest congestion thing, 
and the last several days haven’t been real good for me, in terms 
of my mental acuity. So if anjdihing doesn’t quite come out right, 
I hope you will understand. 

Mr. Mica. You are fortunate, you only labor under that disability 
for a short time. There are many of us in Congress who suffer from 
that on an extended basis. But I also just got over a cold and ap- 
preciate your dilemma. Thank you. 

Mr. Denholm. Our organization focuses on the influence of 
unions on public policy and public policies regarding unionism in 
public employment. So I would focus on the union aspect of civil 
service reform and the Civil Service Reform Act. That title of the 
act was something that came about because of Executive Order 
10988, by President Kennedy, in 1961, which instituted a formal 
procedure for union recognition and collective bargaining in the 
Federal Government. 
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Many States since then have followed suit. And to the extent 
that they followed the Federal example, or the fact that they had 
collective bargaining in the Federal Government led them in that 
direction, I think that the Federal Government is much to blame 
for a great deal of harm that has been done to the Nation’s govern- 
mental institutions. It is not my intention to belabor all of the 
problems that have come up in the last 35 years due to unionism 
and collective bargaining in public employment, but I would be 
happy to do that at some other time. 

When Kennedy issued the Executive order, it conteiined what you 
might call a “right to work” provision, a provision saying that a 
Federal employee could not be forced to join or support a labor or- 
ganization. Realizing that this would cause some bad feelings with 
his friends in organized labor, he sent Arthur Goldberg, who was 
then his Secretary of Labor, later to be U.S. Supreme Court Jus- 
tice, to an AFGE convention to explain this to them. 

After apologizing for the right to work provision, Goldberg said, 
“The public interest requires the most economical possible use of 
Government funds. This means that the influence of employee or- 
ganizations must never be used to block or impede measures de- 
signed to improve the efficiency of the Federal Government, wheth- 
er it be the introduction of new machinery, the transfer of oper- 
ations, or their termination.” 

And one need only look at the rallies that were held recently 
around the country by the American Federation of Government 
Employees concerning the proposed cuts that Congress is consider- 
ing to see just how far off the mark Goldberg was. 

There has been a lot of interest, in the last several years, in the 
National Performance Review and the National Partnership Coun- 
cil. I find it fascinating that the Clinton administration would 
choose as its instrument of choice in implementing the National 
Partnership Council an outmoded, industrial-age organization that 
is completely unsuited to the task and lacking the support of the 
vast majority of Federal employees. 

There is ample information that Federal employees are not sup- 
portive of labor organizations. Generally spealung, in units where 
unions represent Federal employees, only 25 percent or less actu- 
ally belong to the union. This is certainly something that would 
never happen in the private sector. You have to ask yourself, does 
it make sense to involve employees in the process of reinventing 
Government through an organization which has so little true sup- 
port among the work force? 

At least one of the Federal unions, the National Treasury Em- 
ployees Union, has adopted the policy of limiting participation in 
the Partnership Council to union members, which thus deprives all 
these other Federal employees of their right to participate and de- 
prives the Government of its ability to benefit from whatever input 
they might have. 

Part of the problem with the industrial-age model of unionism is 
that, even when it was being formulated, it was based on a politi- 
cally correct but mistaken assumption about the nature of the rela- 
tionship between employees and employers. As we’ve moved into 
the industrial age, this mistaken assumption is not just mistaken 
but has become dangerous. 
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The politically correct assumption is that workers need and want 
collective bargaining and union representation, and that it im- 
proves employment relationships. The truth of the matter is that 
employers would rather deal directly with their employees and that 
employees would rather deal directly with their employers, without 
going through a third party. 

Enlightened modem management would look at an interest 
among employees in becoming unionized and wonder what it was 
doing wrong, because it would be an indication that they were 
doing something wrong if the employees expressed an interest in 
unionism. 

I might add a little aside that is not in my written remarks. The 
Office of Personnel Management does an excellent job of keeping 
track of union representation in the Federal Government but is 
mystified by the idea of union membership in the Federal Govern- 
ment, even though it would seem to be an easy thing for them to 
achieve. 

Mr. Moran. Mr. Chairman, could I interrupt for just a moment? 

Mr. Mica. If you could allow us to interrupt. 

Mr. Moran. I’m terribly sorry to interrupt your testimony, Mr. 
Denholm. I’m going to have to leave, though, and I just mentioned 
to the chairman, I regret having to leave before hearing particu- 
larly the final two spe^ers. 

I do thank you, Mr. Chairman, for having this second hearing. 
We’re going to have several more. Mr. Gilmer’s testimony was a 
very extensive analysis of veterans’ preference, and I just asked my 
staff people to make sure they keep that. It’s very helpful for the 
history of veterans’ preference. 

And Mr. Moyer’s succinct summary of all the issues we have to 
deal with is exceptionally good. It’s as good a summary in as suc- 
cinct a fashion as I have seen. So I appreciate your putting that 
together. That really is a good guide path for what we need to be 
doing. 

Mr. Mica. What I’m going to do, since Mrs. Morelia had an obli- 
gation and I have one at 11:30, is let you summarize in just a 
minute here, sir. I will hear the next two, and we have your writ- 
ten testimony, and I’m going to call the panel back either at the 
beginning or the end of one of our next hearings — this is a long se- 
ries — for questions, if you don’t mind. So we will have you go for- 
W8ird with your presentation. I will excuse the ranking member. 

You go right ahead now and continue. If you could summarize, 
Mr. Denholm. 

Mr. Denholm. I’m going to try to bring this all together quickly. 

Mr. Mica. Thank you. 

Mr. Denholm. I think what you’re looking at is where you’re 
going in the future, how civil service is going to develop, how the 
Federal bureaucracy is going to develop. And look at the futurists. 
Look at people like Toffler, look at people like Drucker, look at peo- 
ple like Naisbitt and say, how do they see organizations developing 
in the future? What is the role of organizations in society in the 
future, and what is the role of unions? 

You would find, for example, the comments that the umbrella, 
omnipurpose organization is a thing of the past, and, by the same 
author, that we are moving toward a union-free society. You find 
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people saying that the “Big Brother” bureaucracy that we so feared, 
as we saw bureaucracy developing, isn’t capable of handling the 
present situation, and what we’re developing is “ad hocracy.” 

I would go out with, recently Richard Epstein wrote a book 
called, “Simple Rules for a Complex World,” and I think I will just 
leave it with that. He says, “Whether the field of conflict is edu- 
cation, transportation, or manufacturing, negotiations under collec- 
tive bargaining often lead to intense and protracted struggles be- 
tween management and labor. 

“On many occasions, there is extraordinary bitterness and divi- 
sion which frequently lead to recriminations and sometimes vio- 
lence. This bitterness is not necessarily endemic in the relationship 
between employer and employee; rather, it is a function of the legal 
rules that structure the negotiations between the parties. Many 
problems with collective bargaining arise because the legislation 
creates monopoly positions on both sides of the market, a state of 
affairs exactly the opposite of what sound law would strive to 
achieve. 

‘The social consequences of this bargaining system have been 
largely debilitating. A system that allows the employee freedom to 
deal directly with the employer or to join a voluntary union of his 
own choosing is far superior to a system in which the state selects 
the bargaining unit under the usual set of complex and indetermi- 
nate criteria which always work against the interests of a political 
minority.” 

I made a lot of different proposals about how you might imple- 
ment such a thing, but I think that sums it up. 

[The prepared statement of Mr. Denholm follows:] 
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Committee on Government Reform and Oversight 
Subcommittee on Civil Service 
Review of the Civil Service Reform Act of 1978 

October 13, 1995 

Testimony of David Denholm, President 
Public Service Research Council 

Mr. Chairman, members of the Sub Committee, my name is David 
Denholm, I am the president of the Public Service Research Council, 
a national citizens group concerned with union influence on public 
policy and in particular with the influence of public sector unions 
on the size, cost and quality of public services. 

I want to thank you for this opportunity to speak with you today 
about civil service reform and the Civil Service Reform Act of 
1978. Because of our interest in public policies concerning 
unionism in government our concern is focused on Title Vll of the 
Act which provides for union representation in the federal service. 

Title VII is a codification of an Executive Order which began as 
Executive Order 10988 by President John F. Kennedy. This Order 
provided for union representation in the federal service and, coming 
as It did in 1961, set the stage for many states to enact statutes 
of a similar nature. 

To the extent that the federal example was responsible for these 
laws it shares the blame for leading the country down the wrong path 
on public sector employer-employee relations. 

Public sector unionism and collective bargaining have brought 
tremendous harm to this nation's governmental institutions. It is 
not my intention to review this sorry history today, even though I 
would be glad to do so at some other time. 

The history of Executive Order 10988 shows that those in the Kennedy 
Administration who advocated this policy were naive about what 
unionism and union representation would mean for government. 

Kennedy's Executive Order had a -right to work" provision in it. It 
provided that. 

Employees of the Federal Government shall have, and shall be 
protected in the exercise of, the right, freely and without 
fear of penalty or reprisal, to form, join and assist any 
employee organization or to refrain from anv such activity . 
(Emphasis added.) 

Kennedy knew that a "Right to work" provision in the Executive Order 
would not sit well with the unions and he dispatched his Labor 
Secretary, and later U.S. Supreme Court Justice, Arthur Goldberg, to 
explain this to a convention of the American Federation of 
Government Employees, AFL-CIO, the largest federal sector union. 

Goldberg told the union convention: 

I know you will agree with me that the union shop and closed 
shop are inappropriate to the Federal government. And 
because of this, there is a larger responsibility for 
enlightenment on the part of the government union. 
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In the same speech Goldberg told the unions/ 

The public interest requires the most economical possible use 
of government funds. This means that the influence of 
employee organizations must never be used to block or impede 
measures designed to improve the efficiency of the Federal 
government, whether it be the introduction of new machinery, 
the transfer of operations, or their termination. 

You need only look at the recent rallies staged by AFGE all across 
the country to protest budget cuts being considered by Congress to 
see just how far off the mark Goldberg was. 

There has been a great deal of activity in the last year concerning 
the concept of National Performance Review's efforts to "Reinvent" 
government and an important part of that is the National Partnership 
Councils, through which federal employees are to be part of this 
reinventing process. 

This is a classic example of the fallacy of the union model of 
industrial relations when applied to government. From the very 
beginning the reinventers relied on the federal unions for employee 
representation. 

The Clinton Administration’s "instrument of choice" for the 
reinventing process is an archaic, outmoded, industrial age model of 
organization completely unsuited to the task and lacking the support 
of the vast majority of employees. 

There is ample information that the federal employee unions do not 
represent federal employees, even where they have been granted 
monopoly bargaining privileges. 

The American Federation of Government Employees (AFGE), AFL-CIO 
claims to represent about 700,000 federal workers but according to 
the figures it submitted to the AFL-CIO convention in 1993 it had 
less than 150,000 members. In other words, in bargaining units with 
AFGE representation the average number of employees who are union 
members is about 21.5 percent. While no hard figures are available 
a normal statistical spread of such figures would indicate that AFGE 
has representation rights in units where their membership is far 
less than 21.5 percent. I’m confident there are some where it is as 
low as 10 percent, but let's be generous and suppose that the lowest 
is no less than 15 percent. 

Does it make sense to involve employees in the process of 
reinventing government through an organization which has so little 
true support among the work force? 

At least one federal union, the National Treasury Employees Union, 
has adopted the policy of excluding non members from participation 
in these Partnership Councils, thus denying participation to the 
majority of federal workers it "represents" and depriving the 
government from their contributions. 
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Part of the problem with the industrial age model of union 
representation is that even when it was being formulated it relied 
on what was at the time politically correct but mistaken assumptions 
about the nature of the relationship between employees and employers. 

As American has moved into the post industrial age these assumptions 
are not just mistaken they ace dangerous. 

One of the ironies of the fact that our national labor policy has 
not been kept up to date because of union insistence on the outmoded 
adversarial, exclusive model of union representation is that in the 
private sector it has become illegal for employers and employees to 
cooperate. 

Congress is now dealing with this problem through the TEAM 
legislation. This legislation recognizes that the concerns of 
employees are quite divers and that the unionism — one size fits 
all — model isn't appropriate. 

The politically correct but unnatural assumption is best stated in 
the preamble to the National Labor Relations Act and in almost all 
of the compulsory public sector collective bargaining bills enacted 
by the states in the last thirty-five years — that workers need and 
want collective representation and that it improves employment 
relationships . 

The truth of the matter is that most employers would rather deal 
directly with their employees and most employees would rather deal 
directly with their employer without going through a third party. 

This is demonstable from the facts. In the private sector of the 
economy, where, even though the heavy thumb of government is on the 
scales on the side of the unions through the National Labor 
Relations Act, union representation is about 10 percent of the work 
force. 

Several opinion polls in recent years have shown that the majority 
of workers do not want to be represented by a union. One survey 
indicated that workers were more concerned about what their union 
might do to them than their employer. 

Enlightened, modern management should regard employee interest in 
being represented by a union as a sign of failure and should respond 
to it by asking what it is doing wrong. 

Rather than dwell on what is wrong with the idea of union 
representation in federal employment or why public policies 
encouraging it ate misguided, I would like to try to direct your 
attention to what is happening now and what will probably continue 
to happen in the future. This is really the question which ought to 
be addressed in your quest for improving the civil service in the 
age of "reinvented" government. 

Peter F. Drucker, in his 1994 best seller Post-Capitalist Society , 
suggests that the role of the organization in the future will be to 
destabilize and to be responsible. He says that the organization 



264 


Page four 


must focus on its core tasks and not allow the interests of the 
community to sway it from these tasks. These are not things he 
relishes so much as things he sees as necessary. 

In a rapidly changing society, any organization that does not 
constantly change will become outmoded. If an organization does not 
change as rapidly as it can, it will be overtaken by some other 
organization which has changed. In the post capitalist society, as 
Drucker sees it, individuals will be the building blocks but not 
have a function without an organizational structure. Failure of the 
individual members of the organization to be responsible for their 
tasks will doom the organization. 

For government and particularly for the federal government, this is 
going to be an incredible task because to a very great extent 
government is a reflection of the community. 

Their is quite a bit of debate about what the core tasks of the 
federal government ought to be. That is the business of Congress 
not the federal bureaucracy. Once that decision is made, it is the 
job of the bureaucracy to carry out these tasks. If it does not 
perform its tasks and it is not responsible for them, it will become 
outmoded and replaced by some other organizational structure which 
will do these things. 

As long ago as 1970 is his book Future Shock . Alvin Toffer predicted 
the demise of bureaucracy and a new form of organizational 
structure. Speaking of the projected and greatly feared faceless, 
totalitarian bureaucracy of the future Toffler said: 

The kinds of organizations these critics project 
unthinkingly in to the future are precisely those least 
likely to dominate tomorrow. For we are witnessing not the 
triumph, but the breakdown of bureaucracy. We are, in fact, 
witnessing the arrival of a new organizational system that 
will increasingly challenge and ultimately supplant 
bureaucracy. This is the organization of the future. I call 
it "Ad-hocracy. " 

My purpose here is to suggest that you consider alternative 
approaches to organizing the bureaucracy. If you restrict our 
thinking to organizational forms based on the present model, you may 
very well be defeating our purpose. 

The secret to success in the post industrial age seems to be drawing 
on the best possible source of information, or for that matter any 
other component of production, when it is needed where it is 
needed. This can be seen in the industrial world with the use of 
consultants who are experts on specific topics rather than with 
regular full time employees. It can also be seen in the desire of 
major manufacturing firms to "out source" or contract out for parts 
and components. 

Drucker makes what I think is a very cogent observation about the 
future role and structure of organizations. 
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The structure of the post-capitalist society will therefore 
be different from either the earlier capitalist or the 
socialist society. There, organizations tried to encompass 
the maximum of activities. Organizations of the 
post-capitalist society, by contrast, will concentrate on 
their core tasks. For the rest, they will work with other 
organizations in a bewildering variety of alliances and 
partnerships. Both capitalist and socialist societies were, 
to use a scientific metaphor, 'crystalline* in their 
structure. Post-capitalist society is more likely to be a 
liquid. 

There are characteristics of bureaucracy, whether it is a government 
bureaucracy, a corporate bureaucracy or a union bureaucracy, which 
are obstacles to making needed changes. These changes are much 
easier made by a person or group of people whose only purpose is to 
make the change and then move on. The problem of bureaucratic 
resistance to change is compounded in the area of public employment 
because it is confronted by government managerial bureaucracy, 
government employee bureaucracy and by the bureaucracy of government 
employee unions themselves. 

If the alternative to the present system is just another 
bureaucracy, it is not going to solve the problem. We will end up 
trading one set of problems for another. 

The federal government consists of conflicting interests of many 
different organizations within it. There is, first of all, the 
elected members of Congress and the Executive branch, but there are 
also appointed and career officials of the Departments and Executive 
Agencies which have interests of their own apart from the interests 
of the elected officials and then, of course, there is the federal 
work force and the unions and other organizations representing the 
interests of different segments of the federal employment. 

There are opportunities for change in most of these organizations, 
elected officials serve for specific terms and may come and go from 
office. The job tenure of most administrators who are political 
appointees relatively short. Employees are another matter. They 
have civil service protections and salary schedules which reward 
longevity above all else. Of particular interest in this regard are 
the unions because they are very active in defending their interests 
and the most resistant to change. And, then you have the 
bureaucracy of the unions themselves which must look after the 
unions interests even when they are in conflict with the interests 
of the employees they represent. 

Part of the problem with unions is a conceptual one, in that the 
union insists on being all things to all people. Because of 
conflicts in these roles, the union cannot do everything as well as 
it might be done, if it were being done by organizations or 
individuals who had just that specific task. 

For example, many scholars have noted that because unions are to one 
degree or another internally democratic institutions, they must 
strive in contract negotiations to put the most emphasis on the 
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interests of the majority of union members. This frequently works 
at odds with the public interest and with the best interests of one 
or more minorities of union members. In the case of federal unions, 
since such a small percent of the employees are actually union 
members, union leadership that is responsive to the concerns of a 
majority of union members may not represent the interest of the 
majority of workers at all. 

If unions were not granted monopolies in negotiations, if they were 
not the exclusive representative of all the employees in the 
bargaining unit, employees would be free to be represented by an 
organization which best reflected their interests or to represent 
themselves . 

The typical bureaucratic mind would object that you can't negotiate 
with every single employee or even several groups of employees. 

This overlooks the obvious. The government already does negotiate 
with each employee. All the union contract does is limit the 
ability of the government to be flexible in response to the needs of 
the employees. The union does not recruit, negotiate with and hire 
employees for the government. Each employee works under a union 
contract but has an individual employment contract with the 
government . 

In the old fashion, industrial age, model of unionism and collective 
bargaining, it was assumed, falsely I think, that the individual 
unorganized worker was powerless in the face of the power of 
accumulated capital. That model is simply no longer relevant. 

The key to power is information. Knowledge workers, and most 
government workers are certainly knowledge workers, are Incredibly 
powerful as individuals. They carry around the tools of their trade 
in their heads. All the employer does is provide the organizational 
structure . 

One of the ways, and perhaps even the best way, to reinvent the 
civil service is to give government employees choices. 

The present system of unionism and collective bargaining severely 
limits government employees' choices by imposing the representation 
of an organization supported by a majority of employees, no matter 
how briefly, on everyone. Removing the union's monopoly on 
representation would introduce opportunities for choices that could 
still be contained within the overall structure of the 
employer -employee relationship. 

But, your central question must remain what sort of organizational 
structure is appropriate to the federal civil service. I suggest to 
you that the unionism and collective bargaining model is not 
appropriate and that Title VII of the Civil Service Reform Act of 
1978 ought to be repealed. 

This should not be viewed as something that is in any way punative 
for federal workers of taking away their rights. It expands their 
rights and enhanses their status. 
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Richard A. Epstein, in his new book Simple Rules for A Complex 
World , which is apparently causing a stir in certain certain 
intelectual circles, has several observations which are germane to 
this point. 

Whether the field of conflict is education, transportation, 
or manufacturing, negotiations under collective bargaining 
often lead to intense and protracted struggles between 
management and labor. On many occasions there is 
extraordinary bitterness and division, which frequently lead 
to recriminations and sometimes to violence. This bitterness 
is not necessarily endemic to the relationship between 
employer and employee; rather, it is a function of the legal 
rules that structure the negotiations between the two 
parties. Many problems with collective bargaining arise 
because legislation creates monopoly positions on both sides 
of the market, a state of affairs exactly the opposite of 
what a sound law should strive to achieve. 

The social consequences of this bargaining system have been 
largely debilitating. 

A system that allows the employee freedom to deal directly 
with an employer or to join a voluntary union of his own 
choosing is far superior to a system in which the state 
selects the "bargaining unit' under the usual set of complex 
and indeterminate criteria, which always work against the 
interests of a political minority. 

Lives ■ John Naisbitt identified several directions which fit into a 
pattern hopeful to those who are pursuing greater freedom and 
diversity. Here are a five of those ten new directions. 

Industrial Society * Information Society 

Centralization Decentralization 

Institutional Help Self Help 

Hierarchies + Networking 

Either/Or Multiple Option 

In the chapter on Centralization ■* Decentralization, Naisbitt 
observes, 


what is happening in America is that the general purpose 
or umbrella instrumentalities are folding everywhere. 

The meat cutters and the retail clerks merged in 1979, 
becoming one of the largest labor unions in the United 
States. This growth is like the sunset. The sun gets 
largest just before it goes under. Remember the 
brontosaurus? The brontosaurus got so huge just before its 
demise that it had to stay in water to remain upright. There 
were thirty-five mergers of labor unions between 1971 and 
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1981. in late 1980, the machinists and the auto workers 
announced merger talks that would make them the largest, most 
powerful union in the United States. If it comes off, it 
will appear that big labor is getting its act back together 
again. The reality will be the sunset effect. 

America is moving toward an almost union-free society. 

If you should decide not to go for complete repeal of Title VII, 
there are several half way measures you might want to consider. 

First, would be to relieve the unions of the burden of representing 
those who are not members. This would allow unions to focus on 
representing their members but government would not be in the 
position of negotiating with the union. It would regard the union 
as a legitimate organization representing the interests of its 
members, just like the myriad of other special interest 
organizations within federal employment. 

I would also like to suggest that, just as in the '‘reinventing” 
government process where they are telling federal employees to "just 
do it" when it comes to dealing with problems the public has with a 
federal agency, you ought to consider giving managers more latitude 
in dealing with employment problems so that they can "just do it" 
and federal workers would not feel that they needed a union to 
represent them. 

If you do not consider eliminating exclusive representation to be a 
viable option, you might want to consider how the union obtains 
exclusive representative status. 

As I have already mentioned many federal unions have representation 
status in bargaining units where they have very few members. Under 
the present law a union which is certified as an exclusive 
representative remains so until its status is challenged. 

From the evidence of the lack of participation in federal unions, it 
is doubtful that, in the absence of an existing organization by 
which they were already represented, most federal employees would 
have opted for representation. 

It might be a good idea, whether a union was an exclusive 
representative or not, to require periodic recertification of the 
union. This would force a periodic reexamination of the role of 
representatives and encourage competition among organizations which 
wish to represent one or more segments of the federal work force. 

Also, if you decide that collective bargaining is still the 
appropriate model you might want to take cognisance of the fact that 
the union contract becomes public policy and that there are many 
interest groups in society with legitimate concerns about the 
collectively bargained agreement. For example. Social Security 
recipients have legitimate concerns about the contract for Social 
Security workers. If we are going to have collective bargaining, 
you ought to consider who ought to be sitting at the bargaining 
table. 
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Adding others in the community, with legitimate concerns about the 
outcome of collective bargaining, to the bargaining process would 
introduce a healthy amount of diversity to the process. 

I realize that many objections can be raised about the idea of 
moving away from an orderly stable employer-employee relationship as 
characterized by monopoly union collective bargaining. In every 
instance where the status quo is threatened its defenders have their 
good reasons and their real reasons. 

All too often, defenders of the status quo oppose changes because 
they aren't perfect. Please don't allow the perfect become the 
enemy of the good. 

I'm sure that both the unions and administrators will raise 
objections to eliminating collective bargaining or breaking union 
monopoly in for their own reasons. They will say it is 
unmanageable, it costs too much, it is unfair, etc. 

It is often suggested that those who gravitate toward public 
employment are not risk takers, that they are more interested in 
security than opportunities to make gains which entail the risk of 
taking losses. If this is true of many in the federal civil service 
there must be a place for them and it may be that union 
representation is the best way to address their concerns. 

At the same time, allowing a union to be the exclusive 
representative of employee concerns makes it very likely that those 
who are risk takers and high achievers, will stay away from federal 
employment to its detriment. 

The question we must ask is whether it would be good for government, 
good for the civil service and good for the people it serves. If 
the answer is "yes", or even, "maybe," I think it deserves a try. 

The present system certainly has enough flaws. 
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Mr. Mica. We thank you, Mr. Denholm, for your testimony, and 
I am going to turn to Mr. Gilmer now. 

Mr. Gilmer, you are recognized. 

Mr. Gilmer. Mr. Chairman, members of the subcommittee, on 
behalf of the American GI Forum; the American Legion; American 
Veterans of World War II, Korea, and Vietnam; the Noncommis- 
sioned Officers Association; Paralyzed Veterans of America; Veter- 
ans of Foreign Wars; Vietnam Veterans of America; and the Dis- 
abled American Veterans and our auxiliaries, I wish to express our 
genuine appreciation for the invitation to testify regarding the 
views of our combined membership, exceeding 7.6 million members. 

This statement represents a consensus view regarding the Civil 
Service Reform Act of 1978, which we were asked to testify on. 
While no organization can speak for any other, we have found our 
separate organizational positions to be so much in agreement on 
this issue that a consensus view exists. It is an honor, a privilege, 
and awesome responsibility to attempt to represent a consensus 
view of these important organizations. 

We urge the Congress to maintain veterans’ preference principles 
and ensure that the system can provide meaningful monitoring and 
oversight for uniform implementation of the law. We wish to ac- 
knowledge OPM’s frequent meetings with veterans service organi- 
zations and the many briefings by this administration regarding 
their draft civil service reform proposals. We appreciate their gen- 
eral support of veterans’ preference. 

Mr. Chairman, the Carter administration was the first adminis- 
tration to lead an assault on veterans’ preference. They justified 
their efforts by claiming veterans’ preference denied women and 
minorities the opportunity to compete for Federal jobs. The General 
Accounting Office jumped on the administration bandwagon. The 
Carter administration-proposed Civil Service Reform Act of 1978 
was stripped of the most damaging provisions revising veterans’ 
preference. However, the seeds had been sown which supported a 
Federal personnel culture opposing veterans’ preference. 

In part, the Carter administration proposals appeared to be driv- 
en by the views of organizations such as the National Organization 
for Women, who adopted the following resolution: “The National 
Organization for Women opposes any State, Federal, or municipal 
employment law or program giving special preference to veterans.” 
In 1971, when this resolution was passed, we had nearly a half- 
million men and women in Vietnam. There were 10,317 American 
casualties, of which 1,381 were deaths. 

The women who passed this resolution were not subject to the 
all-male draft, but virtually every casualty in Vietnam was. The 
purpose of this resolution would also deny veterans’ preference to 
all the women who served and were casualties. 

However, a July 1980 report on a Louis Harris survey of public 
attitudes toward Vietnam War veterans found the public at odds 
with the administration and reported that 70 percent of the public 
favored veterans’ preference. And I quote from the study, ‘They 
found more support among blacks, and men and women equally 
supportive.” We believe the public still supports veterans’ pref- 
erence in spite of the rhetoric. 
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By 1992, the dire predictions of the GAO and the Carter admin- 
istration had not been realized, and the GAO found, and I quote 
from their report, “It appears that the impact of veterans on the 
Federal civil service has been minimal.” In fact, a 1993 Merit Sys- 
tems Protection Board study indicated minorities are overrepre- 
sented, except for Hispanics, who are underrepresented, and 
women were hired at similar rates to their frequency in the civilian 
labor force. 

Mr. Chairman, we offer the following concerns and recommenda- 
tions. We are concerned that the reduction of 0PM staff, decen- 
tralization of personnel functions, and contracting for previously 
provided 0PM services will reduce the development of adequate 
veterans’ preference policy oversight and monitoring. We urge the 
Congress to require 0PM to maintain passover and medicsil 
unsuitability decisionmaking at the 0PM level. 

We encourage the Congress to reduce the number of noncompeti- 
tive and excepted appointing authorities which we think under- 
mines the veterans’ preference in competitive hiring. We encourage 
that veterans’ preference in reduction-in-force be strengthened, 
making it clear that for veterans’ preference eligibles, an assign- 
ment to a reduced grade, although they continued to be paid and 
maintained at their old grade level, constitutes a RIF from which 
they would derive veterans’ preference protections. 

Veterans should have the right to appeal veterans’ preference 
RIF violations to the Merit Systems Protection Board. We believe 
that all Federal agencies should be subject to these requirements. 
We see no need to exempt any Federal entity from these obliga- 
tions. 

We have noted administration-proposed civil service reform in- 
cludes unlimited personnel research programs and demonstration 
projects. We believe this authority is much too broad and would se- 
riously impact the need for uniformity in the application of person- 
nel rules to Federal employees. We believe that final adoption of 
personnel practices should include the oversight of the Congress, 
with adoption into law where necessary. 

The administration has proposed the creation of an appointing 
authority which would allow term appointments for up to 5 years. 
After a period of time, the employees hired under this authority 
could be noncompetitively converted to permanent employees. This 
undoes veterans’ preference in appointment to career positions. 

We recommend amendments to current law to provide veterans 
a complaint process which, in its initial stages, would be informal 
but would allow for appeals ultimately to the Federal courts. This 
legal language would incorporate remedies which would provide 
the veteran ^1 benefits of employment as though the original error 
had not been committed. 

We urge this subcommittee to amend current law, consistent 
with court rulings, to provide for affirmative action to be taken 
among the top equally qualified candidates and requiring that dis- 
abled veterans be selected for promotion. 
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We urge the adoption of legislative language which will require 
the maintenance of veterans’ preference monitoring and oversight 
as well as passover and medical unsuitability responsibilities to as- 
signed personnel in the Office of Personnel Management. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Gilmer follows:] 
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STATEMENT OF 
LENNOX E. CILMER 

ASSOCIATE NATIONAL LEGISLATIVE DIRECTOR 
DISABLED AMERICAN VETERANS 
BEFORE THE 

SUBCOMMITTEE ON CIVIL SERVICE 
OF THE 

COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT 
U.S. HOUSE OF REPRESENTATIVES 
OCTOBER 13, 1995 

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE: 

On behalf of the American G.I. Forum; the American Legion; 
American Veterans of World War II, Korea, and Vietnam; 
Non-commisaioned Officers Association; Paralyzed Veterans of 
America; Veterans of Foreign Wars; Vietnam Veterans of American; 
and the Disabled American Veterans and our Auxiliaries, I wish 
to express our genuine appreciation for the invitation to 
testify regarding the views of our combined membership exceeding 
7.6 million members. This statement represents a consensus view 
regarding the Civil Service Reform Act of 1976. While no one 
organization can speak for any other, we have found our separate 
organizational positions to be so much in agreement on this 
issue that a consensus view exists. 

Mr. Chairman, the reason our organizations can develop a 
consensus is the strong commitment we all hold to the principle 
of veterans' preference in federal civil service. We believe 
this principle must be a paramount consideration in these 
deliberations . 


VETERANS' PREFERENCE IN CONTEXT 


Historically, veterans' preference has been inherent to the 
concept that those who defended the nation would share in its 
prosperity. The idea was simple, a matter of equity for those 
who defended our homes, colonies, states, nation, and, 
ultimately, way of life. Simply put, without those who risk 
their lives in our defense, our great nation would not exist. 

The Plymouth Colony reflected this sentiment in a 1636 statute 
stipulating "that any man 'sent forth as a souldier' who 
returned to the colony maimed would thereafter be 'maintained 
competently' for the rest of his life at the expense of the 
public treasury." (Federal Research Division of the Library of 
Congress, Veterans' Benefits and Judicial Review. Historical 
Antecedents and the Development of the American System 
(Washington, D.C. : GPO, March 1992), 21.) 

As the nation moved from a collection of colonies to a 
Republic, the pool of citizens from which the citizen-soldier 
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was drawn was the relatively small number of young, healthy men 
who subsequently offered special skills to a young nation. 

From the beginning of the government. Army 
officers had been appointed to such positions as 
collectors of customs. Naval officers and surveyors. 
Internal Revenue Officers, and Commissioner of 
Loans, but the rank and file carried no preference 
with them. As the revolutionary patriots grew old, 
their places were taken by officers serving in the 
war of 1812. This policy, was, however, not written 
in statute. (Leonard D. White, The Jeffersonians ) 

While the practice of providing veterans' preference was 
established in civil service "since early colonial times," and 
later augmented by executive orders, no federal statutory 
provision existed until immediately following the Civil War. 

The rapid disbanding of the Union Army 
threw so many veterans into the labor market that 
those with disabilities found great difficulty 
in securing employment. The Act of March 3, 1665 
(13 Stat. 571) was designed to meet this situ- 
ation. (Ilona Nemesnyik, Veterans’ Preference in 
the Federal Civil Service (Washington, D.C. : 

Congressional Research Service, Library of Congress, 
December 6, 1974), CRS-3) 

In 1919, following WWI, veterans' preference was extended 
to non-disabled veterans and widows, veterans’ preference, 
virtually as we know it today, was enacted into law in 1944 (The 
Veterans' Preference Act of 1944) just prior to the end of 
WWII . 


The 1944 Veterans' Preference Act was based 
upon recognition of the fact that millions of young 
men have been called upon to give up their usual 
occupations, often at a great economic sacrifice, 
had been put through vigorous (sic rigorous) train- 
ing, with many of them being exposed to personal 
danger and hardships. It was felt that the read- 
justment to civilian life would be difficult for 
many; that those who remained at home had acquired 
a tremendous headstart financially over the service- 
men and that, therefore, some assistance should be 
given to the veterans readjusting and regaining 
lost ground. Veterans' preference in the Civil 
Service is only one phase of the total program. 

The Federal Government as the largest single employ- 
er in the country undertook to provide employ- 
ment opportunities for as many veterans as 
possible . 


When the Veterans’ Preference Act of 1944 
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was debated, Congresaman Starnes of Alabeuna, 
in urging adoption of the bill, commented in part 
as follows (Evelyn H. Tager, Veterans' Preference 
in the Federal Civil Service (Washington, D.C. : 

Library of Commerce, February 10, 1983), CRS-12): 

. . .The biggest problem in the post-war is 
providing jobs for able-bodied American citizens 
who have served in the Armed Forces -- jobs by 
which they can support themselves and their 
families, jobs which will permit them to retain 
their self-respect and feel that the country for 
which they have offered their all has not failed 
them. 

When this war is over and our boys come home, 
they should not be forced to tramp the streets look- 
ing for jobs nor to live on charity. There should 
be a job ready and waiting in private enterprise or 
with the Government, Federal, State and local, for 
every American fighting man when he comes home. . . . 
(Congressional Record, Vol. 90, pt. 3, April 17, 

1944; 3502) 

Joint Committee Print No. 1 (October 7, 1993) of the House 
and Senate Committees on Veterans Affairs (pages IX - X) 
indicates that 40.6 million men and women have participated in 
America's wars resulting in over a million deaths in service. 
Additionally, there are uncounted numbers who were disabled as a 
result of service. 

Five point veterans' preference has been closely associated 
with periods of war concomitant with military conscription. A 
federal civil service commission pamphlet entitled "History of 
Veterans' Preference in Federal Employment: 1865 - 1955" points 
out that the Veterans' Preference Act of 1944 "...was originally 
given to those non-disabled veterans who served on active duty 
in the Armed Forces in wartime or in peace time campaigns or 
expeditions for which campaign badges or service medals have 
been authorized." Thus, Korean War veterans did not receive 
veterans' preference until the passage of Public Law 536 in the 
82nd Congress. The passage of the Act was justified by the 
use of the military draft which continued until 1976. 

Veterans' preference became politically controversial 
during the 1970' s. As public opposition to the Vietnam War 
increased, politically, the stigma of the war spilled over to 
those who served in the Armed Forces. 

In 1971, at their fourth annual convention, the National 
Organization for Women passed the following resolution; 

The National Organization for Women oppose(s) 
any state, federal, or municipal employment law 
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program giving apecial preference to veterans. 

In that year, in Vietnam, there were 10,317 American 
casualties of which 1,381 were deaths. 

The Carter Administration proposed the Civil Service Reform 
Act of 1978, which would have decimated veterans' preference if 
it had been adopted as proposed. A September 25, 1978, Federal 
Times article quoted the Special Assistant to President Carter 
promoting a Senate provision that "...essentially negates 
veterans' preference and opens government jobs to more women and 
minorities...." The Administration rhetoric promoted the notion 
that veterans' preference conflicted with Affirmative Action. 

A September 29, 1977, Government Accounting Office (GAO) 
report entitled "Conflicting Congressional Policies: Veterans' 
Preference and Apportionment vs. Equal Employment Opportunity" 
added fuel to the Presidential flame by charging that their 
findings "...strongly indicates that veterans' preference is a 
formidable barrier to employment of qualified women who do 
appear on many registers." (Page 15.) In essence, virtually 
every problem regarding women's Federal civil service 
appointment was attributable to veterans’ preference. Not 
surprising to veterans' service organizations, a March 1992, GAO 
report entitled "Federal Hiring: Does Veterans’ Preference Need 
Updating?" (page 26) found the dire consequences of veterans' 
preference predicted in the 1977 GAO Veterans' Preference Study 
had not occurred. 

...It appears that the impact of veterans' 
preference on the applicants has been minimal. The 
situation differs from what we found in 1977 when 
we found that veterans' preference severely limited 
job opportunities for non- veterans . 

The GAO 1992 veterans' reference study justified its change 
in findings by Indicating, "In our opinion, a number of factors 
contributed to this change over the years, including the aging 
of the veteran population and the lower number of veterans 
entering the wor)tforce." This of course, was what was predicted 
by veterans' service organization testimony opposing the Carter 
Administration proposals in 1977. 

In 1993, a Merit System Protection Board study warned 
against over- reaction to anticipated "Wor)t Force 2000" 
projections that the civilian wor)iforce demographics would 
dramatically change. The report Indicates: 

A majority of the agencies we queried expressed 
a general acceptance of the (Wor){ Force 2000) 
demographic predictions .. .but did not describe 
the situations in their own worliforces that serve 
as compelling evidence that major changes have 
begun to -- or are about to — occur. 
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Still, after their publication and wide dissem- 
ination, the predictions of demographic change did 
gain acceptance as the conventional wisdom in 
many agencies. This has prompted some concern about 
the government's support of programs that respond to 
nrolections that may never materialize. 

U.S. Merit Systems Protection Board, 

Evolving Work force Demographics: Federal 
Agency Action and Reaction . (Washington, 

D.C.: GPO, 1993), 37.) (Emphasis added.) 

In further contradiction to the 1977 Carter Administration 
and GAO predictions, the Office of Personnel Management (0PM) 
indicated that for Fiscal Year 1993, women's labor force 
participation in the federal government had increased to 42.4 
percent which compared to 45.6 percent in the civilian labor 
force. While African Americans made up 10.5 percent of the 
civilian labor force, they make up 16.8 percent of the federal 
workforce. These gains were made while veterans' preference, as 
we know it, was still Intact. However, Hispanics are 
under-represented when their federal workforce participation 
rate of 5.6 percent is compared to their 9.0 civilian labor 
force participation rate. (United States 0PM, Annual Report 
to Congress on the Federal Equal Opportunity Recruitment 
Program. October 1. 1992 - September 30. 1993 . (Washington, 

D.C.: 0PM, January 1994), 4). The previously cited 1993 MSPB 
study (page 22) also found that the overall representation of 
minorities in the Federal Workforce exceeded that of the U.S. 
civilian workforce; and "Hispanic men and women are the only 
minority group who remain under-represented in the Federal 
workforce." Thus, the Carter administration's efforts to 
scapegoat veterans' preference were beat back without the 
predicted dire consequences to non-veterans. 

However, even GAO testimony, in contradiction to its 
general thesis, indicated that veterans' preference was an 
assistance to minorities in obtaining federal employment. 

Deputy Director Clifford I. Gould of the General Accounting 
Office testified before the Subcommittee on Civil Service, 
Committee on Post Office of the Civil Service on October 4 and 5 
of 1977, indicating; 

In eight out of the 44 registers we examined, 
the potential for minority Job candidates to be 
certified increased when the veterans' preference 
was excluded . On 15 registers there was a decrease. 
Twenty-one registered (sic) showed no change in 
minority representation when preference was excluded. 

In 32 of the registers, the change Involved only 
one individual. (Emphasis added.) 

In essence, his testimony showed that in 82 percent of the 
cases, veterans' preference either improved or had no affect on 
a minority' s chance of being certified on the register and if it 
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was removed, nearly doubled the chance, that a minority would 
not be certified off of the register. Clearly, veterans' 
preference enhanced a minority candidate's chance of being 
selected. 

0PM data shows for Fiscal Year 1977, veterans made up 28 
percent of the federal hires and 48 percent of the federal 
workforce. By 1994, veterans made up 18 percent of the federal 
hires, and 20.7 percent of the federal workforce. Veterans make 
up approximately 14 percent of the civilian labor force. 

At least in part, veteran demographics explain why 
veterans' participation in the federal workforce dropped by over 
half. For example, in 1977, significant numbers of the federal 
workforce were WWII veterans, who are now average age 73 
years. Korean War and Vietnam War veterans are average 64 and 48 
years old respectively. Thus, because five point veterans' 
preference is limited to those who served before October 15, 
1976, or received a campaign badge or expeditionary medal, the 
pool of five point ellgibles is rapidly diminishing. 

The Veterans' Administration projects that from the year 
1990 to 2005, the veterans' population will decline by 
approximately 25 percent. It should also be noted that the 
military is being downsized and, without another major 
conflict, the veterans' preference eligible population will 
continue to decline in number for many years. These realities 
are reflected in 0PM data in the following table. 


PKRCEWTAGE OF EMPLOYEES WITH VETERANS' PREFEWOICE 




IN 

EACH KSE GROUP 


AGE 


NUMBER 

WITH PREFERENCE 

PERCENT OF TOTAL 

TOTAL NUMBER 

Less 

Than 30 

5,164 

4 

130,013 

30 - 

39 

45, 101 

10. 1 

445,822 

40 - 

49 

233,627 

35.19 

665,920 

50 - 

59 

158,890 

41.02 

385,197 

60 And Up 

46, 108 

52 

88,672 

TOTAL 

488,890 

28.5 

1,715,351 


Thus, it should be no surprise that veterans' preference 
ellgibles make up four percent of the federal workforce less 
than 30 years old but about half of the federal workforce 60 
years and older. 
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VETERANS* PREFERENCE IN RIF 

Downsizing of the federal workforce has generated a 
whole new set of charges. Now the thesis is that veterans' 
preference in reduction-in-force (RIF) will undo the results 
of years of Affirmative Action for women and minorities. In 
essence, the argument is veterans are white males in senior 
positions in the federal workforce. Thus, any protection 
afforded these individuals will necessarily have an overwhelming 
Impact on women and minorities who are more recent entrants to 
the federal workforce. 

These largely anecdotal, unsubstantiated claims have been 
used to justify federal agency efforts to avoid RIF procedures 
dictated by title 5, United States Code. In addition, federal 
agencies, such as United States Postal Service (USPS), evoke 
Vice President Gore's National Performance Review reinvention 
rhetoric to justify their agencies' creative RIF processes 
designed to avoid veterans' preference requirements. For 
example, in March 18, 1993, testimony regarding the USPS 1992 
reorganization before the Senate Governmental Affairs 
Subcommittee, Postmaster General Marvin Runyon Indicated 
that, under his leadership, USPS was "...on the leading edge 
of reinventing government, already doing many of the things that 
the Administration, the Congress and this Committee want to do 
for the Federal government as a whole." 

A March 30, 1993 memorandum from Mary S. Elcano, Vice 
President, General Counsel, USPS, laid out a strategy for "Why 
Postal Service decided not to run a RIF." The purpose of the 
memo was to develop a strategy for the agency to defend its 
failure to provide veterans' preference in RIF by calling the 
Agency actions a reorganization. In part, her memorandum states 

It has also been found that women and minorities 
comprise a large portion of the non-veteran group 
and RIF procedures can affect those employees in a 
way that seriously impairs the affirmative action 
accomplishments of an organization. 

An August 11, 1993, Washington Post article by Bill McAllister 
indicated "No less a figure than Vice President Gore has praised 
Post Master General Marvin T. Runyon for shrinking the 
Postal Services Management." 

To the consternation of the USPS, the Merit System 
Protection Board ruled that the much touted USPS 
reorganization was a RIF and that veterans had been denied 
their veterans' preference rights. The USPS continued to 
argue that it was simply a reorganization and exhausted its 
appeal rights. For the USPS to obtain a reconsideration 
before the Merit System Protection Board or appeal its case to 
the Federal District Court, the law required 0PM to intervene in 
its behalf. The 0PM did just that. 
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At the same time, the 0PM circulated draft rules which 
would have, after the fact, adopted the USPS procedures which 
the MSPB had just decided violated the law. Ultimately, the 
White House Interceded with the Justice Department to block the 
0PM appeal on behalf of the USPS. 


The Government Accounting Office (GAO) has also resorted to 
creative data analysis to argue that RIF procedures, including 
veterans' preference would decimate its affirmative action 
efforts and therefore should be granted the authority to write 
its own RIF personnel rules. A March 27, 1995 Washington 
Post article by Mike Causey indicates that: 

Comptroller General Charles A. Bowsher said the 
agency would lose two-thirds of its women and half 
of its minority evaluators, undoing a decade of 
efforts to diversify and professionalize its work- 
force. Many of the workers Bowsher wants to re- 
tain lack the protection of longevity and have no 
military service to give them veterans' preference. 

When the Associate National Employment Director for the 
Disabled American Veterans contacted the Assistant Comptroller 
General for Operations Joan Dodaro, she explained that the GAO 
projected reduction in force figures had been provided to the 
Washington Post for "dramatic effect" and did not reflect 
RIF Impact on the whole agency. The Causey article went on 
to indicate "under current rules, short-service non-veterans -- 
many of them women and minorities — are most likely to be 
fired. " 

I am attaching copies of OPH data which tracks the effects 
of RIF on twenty-five federal entitles Appendix No. 1. This 
data shows that for the twenty-five agencies monitored by 0PM, 
minorities and females suffered RIF less frequently than their 
percentage in the workforce in eleven agencies. Disabled 
employees fared better in six agencies, and, veterans did better 
in only seventeen agencies. Veterans were disproportionately 
RIFed in eight of the twenty-five agencies. 

On February 1, 1994, the GAO testified before the 
Subcommittee on Civil Service and Subcommittee on Compensation 
and Employee Benefits, Committee on Post Office and Civil 
Service of the House of Representatives on the EEO 
implications of RIF. Not once did the testimony indicate the 
effects of the RIF on veterans . The agency selections were 
based on large female and minority population numbers. This 
selection criteria ensured the data would show a veterans' 
preference impact, particularly on women. "We selected the 
location that had the largest percentage of women and minorities 
before the RIF to maximize our chances of having sufficient 
data for statistical analysis." The GAO ignored Important 
affirmative action considerations by not reporting whether or 
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not the proportion of women and minorities in the federal 
workforce at the sites studied were the same, more or less 
than the frequency of minority and women's participation in the 
civilian labor-force. The GAO conclusions were based on 
hypothetical RIFs. Thus, their conclusions are not borne out 
by the real world experience reflected in the previously cited 
OFH data. 

However, even with these potential shortcomings in their 
testimony, the GAO did acknowledge that while minorities were 
disproportionately separated from the federal workforce at 
three locations reviewed, women were only separated 
disproportionately at two locations. The author then justified 
the disproportionate Impact on minorities by indicating "In 
other cases, the disproportionate separations occurred because 
minorities occupied a large proportion of the positione 
abolished . " (Emphasis added.) Thus, the disproportionate 
separation of minorities is rationalized by the study design. 
Ignores the bias regarding women, and makes no mention of the 
effects of RIF on veterans. 


THE DEMOGRAPHICS OF VETKRAMS* PREFERENCE ELIGIBLES 

Central to the justification of veterans' preference in 
federal civil service is a recognition of who serves and the 
subsequent Impact on their lives. Because of the crush of time, 
we are providing data that was developed for prior statements, 
but the implications of the information are just as relevant 
today , 

According to the Bureau of Labor Statistics (BLS), as of 
September 1989, male veterans made up less than fourteen percent 
of the national labor forces. Non-veteran males and females 
made up approximately forty-two percent and forty-five percent, 
respectively. 

A significant number of the 17.1 million male veterans in 
the labor force have characteristics that reduce their ability 
to compete in the labor market: six percent (1,034,0000) 
disabled, seven percent (1,189,000) over age 65, nine percent 
(1,482,000) black, three percent (584,000) Hispanic, and 
seventy-two percent (12,333,000) subject to the draft during war 
time . 


As of December 1989, there were over one million female 
veterans in the civilian non- institutional population of whom 
595,000 were in the labor force. Almost forty-seven percent 
(509,000) are over fifty years of age. (BLS unpublished data, 
December 1989, Veterans tables, matrix: blOO, page .41). 

Since 1973, when the law was changed eliminating the draft, 
the demographics of the armed services have changed 
significantly. For example, before 1973, the minority 
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participation rate in the armed services was virtually the same 
as their percentage of the U.S. population. By 1990, a lack of 
opportunity in the civilian labor force and the promise of 
opportunity in an all-volunteer military encouraged minorities 
of both sexes to enlist and reenlist in the military at 
disproportionately high rates. The result? A military whose 
minority participation rate is more than double their percentage 
of the U.S. population. 


MILITARY DEMOGRAPHICS 

1972 

1990 

White 

83.6% 

70.4% 

Black 

11.1% 

20.8% 

Hispanic 

3.6% 

4.6% 

Other /Unknown 

1.7% 

4.2% 

Women 

1.9% 

11.0% 

("Military Personnel, 

Composition of 

the Active 


By Race or National Origin Identification and By Gender," 

GAO/INS lAD — 91-134 FS , February, 1991) 

June 1990 data from the Department of Defense (DoD) shows 
that minorities are disproportionately assigned to combat duties 
at a high 29 percent rate. These occupations generally receive 
the least training and the greatest number of battle and 
training casualties. 

An October 1989 Congressional Budget Office (CBO) study. 
Social Representation in the U.S, Military (Table 1) , 
indicated that in accession year 1987, blacks made up 27.8 
percent of the female recruits and 18.5 percent of the male 
recruits. This study also computed indicators of the family 
incomes of accessions by comparing the addresses of the new 
recruits to family income data available by zip code area and 
found: "About 55 percent of male active-duty recruits in 1987 

came from areas with family-income levels placing them in the 
bottom half of the [income] distribution across all these 
zip-code areas." 

A combination of draft exemptions, progr^uns like "Project 
100,000" (to be described later), DoD marketing strategies, the 
threat of judicial action for draft evasion, public relations 
programs touting the value of military training, and limited 
opportunities in the civilian economy have encouraged a 
disproportionate number of enlistments and reenlistments of the 
socio-economically disadvantaged. 

For example, during the Vietnam era, the draft deferment 
system was a major factor in (1) increased student enrollment in 
college (student deferments) by those who could afford to attend 
an institution of higher learning; (2) an extremely low 
representation of minorities in the National Guard and Reserves 
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(deferments from active duty); and (3) a military force in 
Vietnam that was approximately race-proportional but 
disproportionate in battle casualties suffered by minorities. 


THK DRAIT AMD SOCIAL-CULTURAL IMPACT ON GENDER 
RgPRESEMTATION IW THE MILITARY 

One of the most frequent justifications for reducing or 
eliminating veterans' preference is based on the often 
over- stated and assumed impact of veterans' preference on 
women. However, rarely do these justifications Incorporate the 
effect of the draft on the gender makeup of the military. 

The impact of the military draft on the gender makeup of 
the veteran population cannot be overstated. On the one hand, 
the sex discriminatory draft mandated males would serve. On the 
other hand, few women chose to serve. Women, who had a choice 
as to whether or not to serve, found the prospect of military 
services undesirable as did most men, were under considerable 
social and cultural pressure not to serve and ware not subject 
to the draft, so few served. 

The military draft was first implemented during the Civil 
War and reimplemented during conflicts ending in 1976. The 
draft was necessary because the government could not depend on 
enough volunteers, even when the nation was at greatest risk. 
During the Civil War, for example, the Union could not obtain 
enough volunteers to continue the war. Accordingly, without a 
draft, the United States, as we know it, would not exist. 

Efforts to reduce the political fallout from the draft 
during the Vietnam era led to programs like "Project 100,000", 
which modified draft standards to conscript young males who were 
otherwise not draft-eligible because of low IQ levels and 
educational attainment. The impact was felt predominately by 
the disadvantaged -- and disproportionately by minorities — who 
had the least political Influence. The "100,000" refers to the 
numbers of conscripts in training at one time who met the 
revised draft standards. 

A study by the human resources research organization. 

Effects of Hilitarv Experience in the Post-Service Lives of 
Low-Aptitude Recruits: Project 100.000 and the A.S.V.A.B. 
Misnormino . December 1989, indicated the following for Project 
100,000 conscripts: 

* 56 percent served in Vietnam (Page 162) (compared to 
34.8 percent for all veterans. Department of Veterans 
Affairs, "1987, Survey of Veterans") 

* "...A higher proportion of Project 100,000 veterans 
were unemployed as compared to non-veterans with 
similar characteristics." (Page 163) (Emphasis added.) 
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* "Three income measures were examined (hourly pay, 
total household income, and yearly earnings), and in 
each case, the non-veterans were found to be making 
significantly more than their veteran counterparts . " 
(Page 163) (Emphasis added.) 

* "Significant differences were found in regard to 
education and training, with those who never served in 
the military somewhat better educated and more likely 
to have participated in a training program of some 
kind." (Page 163) 

The Impact of the draft was also described by a National 
Journal article, "Defense Report: Draftees Shoulder Burden of 
Fighting and Dying in Vietnam," (August 15, 1970). That article 
states, "Army draftees were killed in Vietnam last year at 
nearly double the rate of non-draftee enlisted men." The 
article continues: 

...a draftee's chances of going to Vietnam 
have fluctuated between 50 and 80 percent. 

(Currently, draft calls are running at 
a rate of 10,000 men a month, and 
draftee replacements are being flown to 
Vietnam at a rate of 8,000 men a month. ) 

(Emphasis added. ) 

Service in the military during the Vietnam conflict led to 
109,000 dead and many are still missing or unaccounted for in 
Southeast Asia. 

As late as 1967 -- when a two percent cap limiting women's 
participation in the armed services was removed -- women made up 
one percent of the armed forces. It was not until 1973 -- six 
years after the two percent cap was removed and the United 
States ground troops were removed from Vietnam -- that women 
reached a two percent level of participation in the armed 
forces . 

A Brookings Institute study. Women in the Military , 
published in 1977, pointed out that: 

During the early 1950s, an abortive attempt was made 
to recruit some 100,000 women to meet the personnel 
demands imposed by the Korean war. But general lack 
of Interest and the war's unpopularity doomed the 
effort to early failure. 

The Brookings Institute also cited a 1972 Army 
commissioned survey of young civilian women which found that 
"...only 17 percent regarded such a career with favor." 

This gender-based attitude prevails today. The Wall 
Street Journal , reported on December 14, 1990: 
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A surprisingly high 38 percent of those ged 18-26 say 
they would be unwilling to serve if drafted. The 
reason: although 71 percent of all voters would favor 

drafting women as well as men, a majority of young 
women — 57 percent — say they wouldn't be willing to 
serve. By contrast, 64 percent of young men would be 
willing. 

One of the factors commonly cited which affects the 
decision not to draft women is existing legislation and policy 
that prohibits women's assignment to military combat roles. The 
cited Brookings Institute study referenced a survey of 
military personnel that found: 

...a majority of both men and women seem to favor 
[permitting women to serve in the combat roles]... in 
principle, but there is less support among men. 
Moreover, many of the women who endorse a combat role 
for women do not appear to want such a role for 
themselves . (Emphasis added.) 

However, the invasion of Panama and the Persian Gulf War 
highlight the changing roles of women in the military and their 
increasing likelihood of being assigned duties on the front 
lines . 

In 1978, women and the draft became a national issue. 
President Carter asked Congress for appropriations to draft 
women, should the draft be reinstated. Testimony was received 
both for and against the proposal by women's groups. Congress 
refused to fund Carter's proposal. 

Historically, the drafting of men has been accepted but as 
wars became unpopular, men and women are less likely to enlist. 
Consequently, the nation has resorted to an all-male draft. 

Even today, with a successful volunteer military, men must still 
register for the stand-by draft in the event the draft is 
reinstated. 

Men who refuse to register for the draft or serve when 
drafted potentially place their country at risk and are subject 
to criminal prosecution which may result in large fines and 
imprisonment. Women, of course, are not subject to such laws or 
punishment . 


COURT ACTIONS REGARDIMG THE ALL MALE DRAFT 
AMP VETERANS' PREFERENCE 

During the Vietnam war era, the concerns of U.S. citizens. 
Congress, courts and the government for individual civil rights 
reached unparalleled heights. Not only did it become illegal to 
discriminate against individuals on the basis of sex, race, 
handicap and age, but it was also recognized that prior 
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discrimination had severely reduced the opportunities, and 
subsequently the station in life of minorities, women, and 
handicapped individuals. The concept of affirmative action, 
then, grew out of the idea that once classes of individuals 
(minorities, females, and handicapped) were adversely affected 
by discriminatory societal norms and government actions, there 
was an obligation to ta)ce affirmative steps to overcome the 
resulting loss of opportunity. 

The arguments in support of veterans' preference are 
strikingly similar, especially when the impact of the draft, and 
socio-economic status from which the military draws its 
conscripts and volunteers are examined. 

Additional arguments for veterans’ preference was the 
veteran's obligation to accept the loss of numerous 
constitutionally protected freedoms, the extraordinary hardships 
-- until the volunteer force — of impoveri shingly low wages 
and the hazard of being sent into life-threatening 
circumstances. The government, by its overt acts, created a 
unique class of citizens — veterans — who exist only as a 
result of special service to the government. These burdens 
resulting from military service, especially when coupled with 
the draft or threat of draft, create a tremendous obligation on 
society and the government to take steps to overcome the 
socio-economic impact of military service. 

Others who choose not to serve argue that because veterans 
voluntarily enlisted after 1976, and chose the burden of 
military service, they should suffer the consequences. This 
argument denies the threats to our country, trivializes the 
hardships and willingness of volunteers to potentially be placed 
in harm's way, arrogantly seeks to deny society's obligation to 
those who served, and Ignores the socio-economic strata from 
which most recruits are drawn. 

During the Vietnam era, men filed court actions opposing 
the male-only draft. They claimed it violated their Fifth 
Amendment rights to equal protection under the law. The Supreme 
Court disagreed, "...the fact that individual rights are 
Infringed in a draft has already been found to be 
constitutional." The court continued by indicating, "induction 
can be justified as necessary to the compelling government 
interest in defending the nation." ( Goldberg v. Rostker . 
civ. A No. 71-1480) (E.D. PA July 18, 1980). Thus, the rights 
of individual males were balanced against the security Interests 
of the nation in ways not required of females. 

Ironically, then, veterans' preference in employment was 
contested by some women's groups at least as early as September, 
1971, when the National Organization for Women (NOW) passed a 
resolution opposing any veteran employment preference. That 
same year, there were 10,317 casualties in Vietnam, each of the 
casualties had been ordered there by the government. 
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The Supreme Court has looked at the discriminatory impact 
of veterans' employment preference on females and males who 
did not serve in the military. In the Supreme Court decision 
regarding the case of Personnel Administration of 
Massachusetts, et. al. v. Feeney (No. 78-233) decided June 5, 
1979, the Court ruled that Massachusetts did not violate the 
Equal Protection clause of the Fourteenth Amendment by providing 
absolute veteran's preference in filling state civil service 
jobs -- a much higher standard of veterans' preference than 
provided in Federal civil service appointments. 

The Court recognized the limited access to military by 
women and attributed the subsequent predominately male veteran 
population to the male-only draft. Even so, the Court found in 
favor of the state of Massachusetts, upholding its veterans' 
preference laws. 

In part, the Court recognized the rights of states to pass 
laws that may have unequal results, provided it does not have a 
discriminatory purpose. ( Washington v. Davis . 426 U.S. 229 
and Village of Arlington Heights v. Metropolitan Housing 
Development Corporation -. . 429 U.S. 252) 

The Supreme Court held that. 

When a statute gender-neutral on its face is 
challenged on the ground that its effects upon women 
are disproportionately adverse, a two-fold inquiry is 
thus appropriate. The first question is whether the 
statutory classification is indeed neutral in the 
sense it is not gender-based. If a classification 
itself, covert or overt, is not based on gender, the 
second question is whether the adverse effect reflects 
invidious gender-based discrimination. 

The Supreme Court ruled that. 

Veteran status is not uniquely male. Although few 
women may benefit from the preference, the 
non-veterans class is not substantially all female. 

To the contrary, significant numbers of non-veterans 
are men, and all non-veterans -- male as well as 
female -- are placed at a disadvantage. 

The Supreme Court concluded that the veterans' preference 
law in Massachusetts made a distinction, "...between veterans 
and non- veterans, not between men and women." And "...that 
benefit (veterans' preference) has been extended to women under 
a very broad statutory definition of the term." 



288 


-16- 


SOCIO-ECONOMIC IMPACT OF MILITARY SERVICE 


Those who oppose veterans' preference often trivialize the 
difficulty of transitioning from military to civilian careers 
and overstate the transferability of military training to 
civilian careers. The Congress intended that benefits such as 
veterans' preference would help ameliorate the economically 
stigmatizing effects of military service by providing a hiring 
edge that would advance veterans to the positions in life they 
would have enjoyed were it not for their time in the military, 
and provided that hiring edge, veterans' preference, for certain 
veterans, without a time limit. 

The unemployment rates of those who served have commonly 
exceeded the unemployment rates of their non- veteran 
counterparts for over ten years following separation. In 1970, 
1,043,000 were released from active duty at an average age of 23 
years. When they reached the 30-35 age group, their 
unemployment rate finally dropped to comparable unemployment 
rates of similarly aged non-veterans. 

However, during the recession Including 1991, fifteen years 
after the Vietnam conflict, BLS employment data ( "The 
Employment Situation: February 1991") showed that the 
unemployment rate for Vietnam era veterans in the age group 
35-39 exceeded their non-veteran counterparts bv 4.7 percent 
(10.7 percent vs. 6.0 percent). During each recession 
following the Vietnam conflict, the lower labor market 
penetration of the newer veteran has been reflected in a 
disproportionately higher unemployment rate than non-veterans of 
the same age group. 

A BLS article in Monthly Labor Review . "Employment 
Status of Vietnam Era Veterans" published April 1990, reported 
on a 1907 survey. That article indicated that 14 years after 
ground troops were removed from Vietnam in 1973, "...those who 
actually served in the Southeast Asian theater, and especially 
those with service-connected disabilities continue to experience 
greater employment- related difficulties than their peers." The 
data also revealed disproportionately high unemployment rates 
for female yeterans . 

This report also indicated that for disabled veterans with 
service-connected disabilities rated by the Department of 
Veterans Affairs (VA), fewer than three quarters rated between 
30-50 percent were in the labor force. "...among the m.ost 
severely disabled (rating of 60 percent or greater), only 
one-third were in the labor force." (Page 24). This compares 
to a 92 percent labor force participation rate of veterans in 
the non-lnstltutional civilian population. 

A popular myth is that the training veterans received in 
the military gives them an advantage in the civilian labor 
market. A June 1969 study. Labor Market Activity of Veterans: 
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Sonie Aspects of Military Spillover , conducted by Paul A. 
Weinstein, Director for the University of Maryland, Department 
of Economics, concluded: 

...15.9 percent of Army veterans use their military 
training while 28 percent of the Navy veterans did. 
Not only was there a relatively low rate of 
utilization of the skills, but we found that the 
market did not work effectively in aiding those 
veterans who were interested in using their service 
experience. For veterans who did look and find jobs 
related to their military experience, we inquired 
about the benefits received and whether, in fact, 
these were attributable to the military experience. 

We found half the Army veterans received no benefit 
at all as a result of the military experience . 
(Emphasis added.) (Page 142-143) 

A VA study. Readjustment Profile for Recently Separated 
Vietnam Veterans , (June, 1973) indicated: 

Only about 49.3 percent (of the veterans polled) 
received some academic or technical training in the 
armed forces. Of these veterans, only 29.6 percent 
(about IS percent of the total) indicated that their 
training was helpful in obtaining a job when they 
returned to civilian life . (Emphasis adde(^.) 

A November 1986 DoD study of the all-volunteer Armed 
Forces, ( The Economic Return to Military Service ? Daymont, 
Thomas N. and Andrisani, Paul J.) points to veterans earnings 
that dropped significantly below their civilian counterparts 
upon leaving the military. This study also refers to 
disproportionately higher rates of unemployment for recently 
discharged veterans. It concluded, however, that the 
unemployment rate for veterans discharged in the 19B0s would 
reach comparable levels for the non-veteran peers in 2-4 years. 
As previously Indicated, BLS data suggests ten years as a more 
reasonable expectation with continuing employment problems 
because of marginal labor market attachment for years to come 
(higher job turnover, longer periods of unemployment, lower 
paying jobs) . 

An unexplained anomaly pointed out by the study was that, 
"...on the average, young Army veterans earned between $1,700 
and $3,500 less than veterans from the other armed services at 
the same point in their life cycle.” Marine veterans earned 
even less, on the average, than the Army veterans, "...the 
basic pattern of these [service] branch effects on civilian 
earnings may persist for several years into their careers.” 

A more recent publication. Military Occupational and 
Training Data (MOTD) , Vol. 2 (Department of Defense; 

Defense Manpower Data Center; 1986) indicates that about 30 
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percent of the enlisted and 25 percent of the officer military 
occupations could not be assigned corresponding civilian 
Dictionary of Occupational Titles fPOTl Codes . (The DOT code 
system assigns a numerical reference to virtually all civilian 
job titles. ) 

The MOTD indicated, "First, there was the obvious 
situation of Infantrymen, tank crew members, and other purely 
combat specialties for which no civilian counterpart would be 
expected." The MOTD fails to note that military personnel 
will be assigned and serve in disproportionate numbers in the 
military occupations for which there is no civilian 
counterpart. The report does not refer to the many men and 
women who may be trained in a transferable occupation to later 
be assigned to work in an occupation which has no 
transferability. Thus, when they entered the civilian labor 
force, they will have no experience in the occupation for which 
they have been trained. 

For those who wish to Justify reducing or eliminating 
veterans' preference in federal civil service based on merit 
considerations, claiming that veterans' preference violates 
merit principles, we refer to the previously cited February 10, 
1983 Congressional Research Service Report entitled Veterans ' 
Preference in the Federal Civil Service . (CRS-12) which 
indicates : 

In 1976 testimony before Congress. . .Mr. Arch Ramsay, 
Director of the Bureau for Recruitment and Examining 
for the Office of Personnel Management stated that, 
'...the condition of our labor market is such that, 
with the possible exception of compensably disabled 
veterans, only the very beet qualified, whether 
veteran or non-veteran, have any real hope of being 
appointed. In other words, veterans' preference has 
not meant that the government must appoint a minimally 
qualified veteran over a well-qualified non-veteran. ' 


RKCOHMEWDATIWS AMD COWCKRNS 


While the details of a veterans' preference procedure may 
change , we urge the Congress to maintain veterans' preference 
principles and ensure that the system can provide meaningful 
monitoring and oversight for uniform implementation of the law. 

We also wish to acknowledge OPH's frequent meetings with 
veterans' service organizations and the many briefings by this 
administration regarding their draft civil service reform 
proposals. 

We are concerned that the reduction of 0PM staff, 
decentralization of personnel functions, and contracting for 
previously provided PPM services, will reduce the development of 
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adeauate veterans' preference policy oversight and monitoring . 
For example, we have been informed that the 0PM Career Entry 
Group unit will be virtually done away with. Houaed within that 
unit are personnel who decide whether or not federal agencies 
may pass over veterans in hiring and whether or not an agency 
has Inappropriately found a veteran rated at 30 percent 
medically unsuitable for a position. 

Historically, OPH has stringently applied veterans' 
preference laws, disallowing the vast majority of passover of 
veterans and finding in favor of the veteran in the case of 
medical unsuitability. In these cases, the agencies have 
already made a decision that they do not want to hire the 
veteran. If 0PM gives up its authority in this area, the agency 
will make its own decision. Hhy should the agency reverse 
Itself? We believe the agency will find its reasons for not 
hiring the veteran fully justified. 

We urge the Congress to require 0PM to maintain passover 
and medical unsuitability decision making at the 0PM level . 

We believe that one of the greatest detractors from 
veterans' preference is the tremendous number of non-competitive 
and excepted appointing authorities. We believe that as 
agencies increased control over the maintenance of registers, 
utilization of more subjective ranking tools, and appointing 
authorities which do not require rating and ranking of 
candidates, veterans' preference has suffered. Special hiring 
authorities, such as that agreed to in the settlement of the 
Luevano lawsuit, have been created which do not require 
veterans' preference in appointment. We encourage this 
Congress to reduce the number of non-competitive and accented 
appointing authorities . 

RIF is probably one of the most demoralizing personnel 
actions to affect an agency's workforce. Even those who 
continue in employment are adversely affected emotionally. As 
was previously cited in this testimony, federal agencies have 
attempted to creatively avoid veterans' preference in 
reduction. Host notably, the USPS in 1992 conducted what it 
referred to as a reorganization. Ultimately, the Merit System 
Protection Board (MSPB) ruled that the reorganization was a 
RIF and that the USPS had violated veterans' preference 
eligibles' rights. The USPS exhausted its legal remedies when 
it appealed to the MSPB Board for a final decision. Because 
the USPS disagreed with that adverse decision as well, it 
appealed to 0PM, which under the law, would have to request 
reconsideration at the Board and falling in that effort, appeal 
the decision to the federal court. OFM interceded on behalf of 
the USPS. 

Finally, the President, at the request of veterans' service 
organizations and VA officials, prevailed on the Justice 
Department to drop the appeal filed in Federal District Court. 
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However, in the meantime, 0PM was circulating draft rules, which 
if they had been adopted, would have Incorporated the disputed 
illegal practices of the USPS in RIF rules. In effect, this 
would have authorized the USPS to do what it had Just been 
ordered by MSPB not to do. Veterans' service organizations 
were successful in opposing these rule changes Inside OPH. 

It is interesting to note that the U.S. Court of Appeals 
District of Columbia Circuit decided on June 29, 1963 that a 
USPS "Reorganization" in 1975 had been found similarly in 
violation of RIF procedures, but did not require the agency to 
reverse its actions because there was no loss of pay. Beniamin 
Franklin American Legion Post No. 66. et. al. v. United States 
Postal Service . 732 F.2 945 (DC, 1983). Thus, the USPS did 
not learn from its first mistake, or some might argue, did learn 
from its first mistake and assumed it could get away with it 
again. 

The Foreign Relations Authorization Act, Fiscal Years 1994 
and 1995 (Public Law 103-236) at Section 611 authorizes the 
State Department to write its own RIF rules. "AFSA News" 
flier dated April 7, 1995 outlines State Department proposed 
rules to Implement their new RIF personnel policies. 

As outlined in 94 S.T.A.T.E. 263920, the Department's 
proposed regulations first provide for review of those 
members in a given competition group (i.e., a group 
defined by class and skill code, whose members are 
competing against each other for retention) of 
employees who are untenured or serving on L.C.E.s. 

These employees will be rank-ordered according to 
merit. Next, the remaining employees in the 
competition group are ranked according to merit, and 
the resulting order of merit list is divided into throe 
parts: bottom 25 percent, middle 50 percent, and top 

25 percent. Employees will then be riffed 
according to reverse order of merit in the following 
sequence: non-military preference employees in the 

group of untenured members or those serving on 
LCEs, military preference employees in the group of 
untenured employees or those serving on LCEs, 
non-military preference employees in the bottom 25 
percent military preference employees in the bottom 25 
percent, non-military preference employees in the 
middle 50 percent, military preference employees in 
the middle 50 percent, non-military preference 
employees in the top 25 percent, military preference 
employees in the top 25 percent. Within each military 
preference subgroup, veterans with a compensable 
service-connected disability of 30 percent or more 
will be riffed only after all other military 
preference employees in the subgroup. 
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Thus, the State Department undoes veterans' preference as 
accorded all other Executive Branch employees who are covered by 
Title 5 U.S.C. Unlike the RIF provisions covering Title 5 
personnel, the State Department RIF rules RIF veteran career 
employees before non-veteran career employees rated in a higher 
merit group. 

The U.S. Geological Survey (USGS) may have found an 
interesting method of reducing RIF preference by creating 
numerous one-person competitive levels. If an agency abuses the 
assignment of personnel to competitive levels, it impacts 
veterans' rights to bump in or retreat to positions in their 
competitive level. He believe that federal agencies sometimes 
adopt this technique to protect certain employees from bumping 
by veterans' preference eliglbles. 

We are very concerned about the creativity of federal 
agencies as they attempt to avoid the effects of veterans' 
preference in RIF. He encourage that this area of the law be 
strengthened, making it clear that for veterans' preference 
eliglbles. an assignment to a reduced grade, although they 
continue to be paid and- maintained at their old grade level, 
constitutes a RIF from which they would derive veterans' 
preference RIF protections . Veterans should have the right 
to appeal veterans' preference RIF violations to the MSPB . 

We believe that all federal agencies should be subject to these 
requirements . We see no need to exempt any federal entity 
from these obligations . 

We have noted that Administration proposed civil service 
reform includes unlimited personnel research programs and 
demonstration projects. We are concerned that the adoption of 
what is described as the Administration proposal would allow an 
agency as large as DoD to declare its whole personnel system a 
research or demonstration project which ultimately 0PM could 
approve, all without approval of the Congress. We believe this 
authority is much too broad and would seriously impact the need 
for uniformity in the application of personnel rules to federal 
employees . We agree that there should be a mechanism for the 
federal government to conduct personnel research and through 
demonstration projects, however, we think there should be a 
limit in the site of the project and that 0PM not have the right 
to waive veterans' preference principles. We believe that 
final adoption of personnel practices should include the 

oversight of the Congress with adoption into law where 
necessary . 

The Administration has proposed the creation of an 
appointing authority which would allow term appointments for up 
to five years. After a period of time, employees hired under 
this authority could be non-competitively converted to permanent 
employees. Although the Administration proposal provides for 
the initial hiring to Incorporate veterans’ preference, the 
Administration language does not limit the final appointment to 
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the job in which the person was temporarily hired. Thus, the 
appearance is that the Administration, while providing veterans' 
preference in the initial term appointment, might convert such 
person to any career position without regard to veteran status. 
This undoes veterans' preference in appointment to career 
positions . At the minimum, such authority should require that 
a person hired under this authority only be converted into a 
career appointment in that position. 

We frequently receive calls from veterans alleging that 
their veterans' preference rights have been violated by federal 
agencies. At this time, they have no administrative recourse 
which will ensure a prompt, in-depth investigation or response 
to their concerns. Additionally, even when the agency admits 
they created an error, denying the veterans their preferential 
rights, the remedies are generally benign. 

For example, a veteran might be improperly passed over by a 
federal agency in initial appointment. If the agency's errors 
are discovered, the agency simply offers the veteran a priority 
placement the next time they fill such a position. Thus, the 
veteran is denied employment Illegally and may or may not ever 
be placed in a federal Job. We recommend amendments to current 
law providing veterans a complaint process which, in its initial 
stages, would be informal but would allow for appeals ultimately 
to the federal courts. This legal language should incorporate 
remedies which would provide the veteran all benefits of 
employment as though the original error had not been 
committed . Thus, they should receive a job with seniority pay 
and all of the benefits as though they had been properly hired 
Initially. 

Title 38 U.S.C. Section 4214 requires federal agencies to 
write a disabled veteran's affirmative action plan for 
compensably disabled veterans. 0PM has Implemented their 
obligation under this law by simply certifying agency plans that 
meet the regulatory requirements. OPM rules do not require 
oversight, monitoring or a process ensuring affirmative action 
is applied in hiring or promotion. Thus, most of the agency 
plans are so benign as to have no effect. 

For disabled veterans' affirmative action to be treated 
seriously, we believe the law must require a process which will 
define the intent of Congress. We urge this Subcommittee to 
amend current law consistent with court rulings to provide for 
affirmative action to be taken among the top equally Qualified 
candidates and requiring that disabled veterans be selected for 
promotion . In this scenario, if a compensably disabled 
veteran is competing for a merit promotion, and the disabled 
veteran is rated as qualified as the most qualified candidate, 
then the disabled veteran must be selected for the position. 

We believe that efforts beginning with the Carter 
Administration to modify veterans' preference has created a 
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culture which Is resistant to veterans' preferences as a concept 
in federal civil service. We believe that without centralized 
enforcement and oversight ensuring uniform application of 
veterans' preference, the various separate agencies are likely 
to undermine any veterans' preference law passed by the 
Congress. If there is not a centralized monitoring and 
oversight responsibility maintained in an agency, such as 0PM, 
we believe that uniform application of veterans' preference will 
be lost. The Administration plans to streamline and downsize 
federal agencies, including the Office of Personnel Management, 
along with fiscal restraint Imposed by this Congress, will 
result in the loss of a central adjudication of passover and 
medical unsuitability veterans protections. We urge the 
adoption of legislative language which will require the 
maintenance of veterans' preference monitoring and oversight as 
well as passover and medical unsuitability responsibilities to 
assigned personnel in 0PM . 

This concludes our statement, Mr. Chairman. I have advised 
the organizations whose views are expressed in this statement 
that the Committee will allow them to submit additional 
testimony if they so desire. I would be happy to respond to any 
questions you may have. 




Percentage Employment of Minority. Female, and Handicapped Compared to Percentages RIF'ed in the Same 
Three Populations during Fiscal Year 1993 (Sutwlements with, at least, 100 RIF’s) 
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Mr. Mica. We thank you, and now we will turn to Mr. Moyer. 

Mr. Moyer. Thank you, Mr. Chairman. 

It’s a pleasure and an honor to appear before you this morning. 
The Federal Managers Association thanks you for holding this im- 
portant series of hearings and for inviting us to present our views 
on reform of the Nation’s civil service. 

We agree with the views expressed by other witnesses that to- 
day’s rapidly changing workplace demands more flexible personnel 
rules to better allow managers and supervisors to more readily 
hire, reward, and fire the personnel necessary to carry out their 
agency’s mission. Greater emphasis needs to be placed on outcomes 
rather than on process. Civil service reform is a critical element, 
but not an end in itself, in making Government smaller, more effi- 
cient, and more responsive to the needs of its customers. 

The administration and 0PM have made a good start at reform 
through initiatives within the prerogative of the executive branch 
toward civil service reform. With the help of Congress, more can be 
done. I would like to briefly highlight five areas in our prepared 
statement. 

The first deals with the role of 0PM. Throughout the course of 
civil service reform, care should be taken not to diminish the merit 
system’s strengths. Central to that strength is the oversight role 
that 0PM has played and must continue to play in promoting and 
enforcing agency adherence to merit principles. 0PM moderates 
agency actions in the personnel arena and provides a positive 
image to the public of the Federal Government as a single em- 
ployer with one cohesive personnel system. 

As agency resources decline, particularly in personnel shops, 
there will be a greater need than ever for 0PM to provide guidance 
and assistance to agencies and serve as a repository of expertise in 
human resource management. Elimination or excessive downsizing 
of 0PM will lead to management chaos and confusion, as well as 
greatly increased costs as Federal agencies create a host of dif- 
ferent personnel systems. 

The increasing call for agency flexibility and decentralization de- 
mands all the more that we retain an agency to provide final deter- 
minations on personnel policy issues that transcend narrow organi- 
zational lines. This fosters consistency and fairness throughout the 
Government and provides a central point of accountability to the 
Congress and the public. 

The second point, Mr. Chairman, deals with the importance of 
training. Investing in our Government’s most valuable resource, its 
employees, by providing more training, is critical. Greater manage- 
rial discretion requires informed judgment. That, in turn, relies 
upon training and experience. For first-level supervisors, in par- 
ticular, training is critical to success, especially when they have 
been selected more on the basis of technical competence than on 
management skill. We encourage the committee to keep in mind 
the integral role that training will play toward the success of civil 
service reform. 

Third, the area of performance and accountability is certainly 
pivotal to the attention of this subcommittee and its work. Respon- 
sive systems for the conduct of performance management are es- 
sential to the strength and vitality of an effective civil service. Per- 
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formance management systems must aim to integrate employee 
performance go^s with those of their agency, give employee feed- 
back to continually improve performance, maintain accountability 
for an acceptable performance, and reward employees for distin- 
guished performance. 

Additional improvements, though, in performance management 
systems are warranted. As downsizing proceeds, increased super- 
visory ratios and broader spans of control make it difficult for su- 
pervisors to devote the fullest attention to communication, perform- 
ance feedback, and documentation of poor performance, as a regu- 
lar part of supervisory responsibilities. We need to find new ways 
to reduce administrative burden, encourage supervisors to deal 
head-on with performance problems, and establish greater account- 
ability for performance. 

Managers and supervisors find the current process for dealing 
with poor performers to be unduly difficult, confusing, and time- 
consuming. According to the General Accounting Office, the aver- 
age supervisor spends 5 hours per week working with each poor 
performer under their supervision. This commitment usually lasts 
for months. 

Time and delay problems are compounded further through the 
grievance, MSPB, EEOC, and court appeal procedures. The avail- 
ability of affirmative defenses, even if frivolous, add to the problem. 
The pressure and inclination of top management to settle appeals 
further undermines manager resolve. 

These concerns and reservations about the adequacy of the cur- 
rent framework are proven by a recent report of the Merit Systems 
Protection Board on dealing with poor performers. We agree with 
much of the data gathered in the report. 

Fourth, on Federal work force restructuring, as the Government 
proceeds to downsize, Mr. Chairman, there is a special need to pro- 
vide agencies with the tools to be able to reach their budget and 
work force goals. Responsible management of employee attrition 
during this unprecedented period of downsizing is essential to 
maintaining an effective and productive work force. 

We need to do more to avoid reductions in force to the greatest 
degree possible. Many of our members within the association, par- 
ticularly at defense industrial facilities, have had the unfortunate 
experience of running and participating in RIF’s. Not only are 
RIF’s expensive, they destroy work force morale and productivity. 
Therefore, we have included in our testimony a list of tools and in- 
centives we ask the committee to consider adding to those already 
available to agencies to more effectively restructure their work 
force. 

Finally, in terms of cost savings, we would like to particularly 
draw to your attention a reform that we believe is warranted in the 
Federal Employees Compensation Act, the Government’s system for 
worker compensation. FMA is concerned about the effect that ris- 
ing FECA program costs are having on agency budgets and the ef- 
fectiveness of their work force. 

Since FECA benefits are paid out of salary and expense accounts, 
high FECA costs mean less money available to hire workers and 
compensate current employees. FECA needs to be reformed in a 
manner that preserves the rights of employees injured in the work- 
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place, but changes some of the rules that currently make the pro- 
gram vulnerable to abuse. 

This concludes our prepared remarks. I would be happy to an- 
swer any questions that you may have. 

[The prepared statement of Mr. Moyer follows:] 
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INTRODUCTION 

Mr. Chairman and members of the Subcommittee: 

My name is Bruce Moyer and I am the Executive Director of the Federal Managers Association (FMA). 
On behalf of the 200,000 managers and supervisors in the Federal Government whose interests are 
represented by FMA, I would like to thank you for holding this important hearing and for inviting us to 
present our views to the Civil Service Subcommittee on the need to reform the laws governing Civil 
Service human resource management. 

bet me also preface our remarks by noting that many of our thoughts are shared by the Coalition for 
Effective Change, a federation of 29 management and professional organizations, which has devoted a 
significant amount of attention to reinvention and civil service reform. 

In executing their Congressionaly mandated responsibilities for insuring daily front-line delivery of goods 
and services to the American public, Federal managers and supervisors are faced with many challenges. 
One of the most significant challenges for managers is the dizzying maze of Federal personnel rules and 
regulations. Contrary to popular opinion, Federal workers are not nameless, faceless bureaucrats who 
simply make work in order to justify their existence. Vice President Gore is on target when he 
characterizes Federal employees as being good workers trapped in a bad system. The Vice President is to 
be commended for his leadership in launching and overseeing the National Performance Review. Public 
management professor Donald F. Kettl rightly describes the NPR as having, “the potential, together with 
the New Deal and the Hoover Commissions, to be one of the three most important administrative 
initiatives of the twentieth century." 

As tax-paying American citizens first and civil servants second. Federal managers and supervisors want 
their government to work. We hope our insights and recommendations today prove use&l in informing 
and guiding the Subcommittee’s discussion of civil service reform. 


WHY DO CIVIL SERVICE LAWS NEED TO BE CHANGED? 

FMA agrees with Office of Personnel Management Director James B. King’s assessment of current civil 
service rules. In the National Performance Review’s September 1994 report. Reinventing Human 
Resource Management, King observed, 

"Most of the personnel laws we use today were written for a troubled civil service of 1883. We 
must cut the cord to regulations that were right for their time a century ago, but which hog-tie 
managers today. In their place, we need systems and mentalities that, while still based in merit 
and fairness, will let managers manage today and into the future. " 

The current need for civil service reform is compelling for a number of reasons. As Director King has 
noted, today’s rapidly changing workplace demands more flexible persotmel rules that will allow 
managers to hire, promote and fire the personnel necessary to carry out their agency’s mission. Greater 
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emphasis needs to be placed on outcomes rather than process. Civil service reform is also a critical 
element in making government smaller, more efScient and more responsive to the needs of its customers. 

In the February I99S issue of the Atlantic Monthly, management guru Peter F. Drucker warned that the 
NPR and the Congress are in danger of repeating the restructuring mistakes of large private-sector 
companies such as IBM, Sears, and GM. According to Drucker, in the last 1 5 years these companies 
were guilty of “amputation before diagnosis.” That is, they laid off large numbers of employees in hopes 
of a turnaround in productivity and quality. When the first round of layoffs did not produce results, the 
companies resorted to a second round of large-scale layoffs which again did not produce the desired 
outcomes. 

In order to not repeat the experiences of IBM, Sears, and GM, to avoid a hollow government, and to 
survive in a rapidly changing work environment, front-line workers must be empowered to achieve 
results. OPM has begun administratively to empower managers and to devolve decision-making 
authority closer to where the rubber meets the road. With the help of Congress, more could be done. 


CIVIL SERVICE STRENGTHS AND WEAKNESSES 

In seeking to correct the weaknesses of Federal personnel laws and procedures, care should be taken not 
to diminish the system’s strengths. The system’s major strengths are merit-based selection and 
advancement in employment, equality and opportunity for all citizens, fair and equitable treatment of 
individuals, and open scrutiny of the official actions of public employees. OPM plays the central role in 
promoting and enforcing agency adherence to these merit principles. OPM is a small agency with a large 
impact. It moderates agency actions in the personnel arena, and it provides a positive image to the public 
of the Federal Government as a single employer with one cohesive personnel system. OPM has provided 
guidance and assistance to agencies in ail areas of personnel management, and has served as a repository 
of expertise for all aspects of human resource management. 

As the government-wide oversight agency in personnel matters, OPM has been able to provide final 
determinations on persoimel issues that transcend narrow organizational lines. This fosters consistency 
and fairness throughout the Government, and provides a central point of accountability to the Congress 
and the public. Further it saves the Government money by reducing challenges by disaffected employees, 
and provides the public with confidence that someone is vigilant in investigating agency excesses. 

OPM can and should be allowed to continue to provide effective oversight of agency personnel programs 
and issue policy guidance and definitive interpretation of Federal civil service regulations. This agency, 
exercising government-wide personnel authority, should remain the arbiter among agencies in personnel 
matters. Elimination or excessive downsizing of OPM will lead to management chaos and confusion as 
well as greatly increased costs as Federal agencies create a host of different personnel systems. Efforts to 
reform civil service personnel laws should recognize the invaluable contributions OPM makes toward 
effective government human resource management and maintain a central role for this agency. 

A number of issues deserve serious consideration for incorporation in the effective management of human 
resources. First, investing in our government’s most valuable resource, its employees, by providing more 
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training is critical. According to Professor Ketll’s 1994 report appraising the NPR, the Australian civil 
service credits its training, especially for its middle managers, as the key to the success of their reform 
efforts. The Australian civil service spends five percent of its personnel budget on training. In 
comparison, the U.S. only spends 1.3%. 

Greater managerial discretion requires informed judgment. That in turn, relies upon training and 
experience. For first-level supervisors, in particular, training is critical to success, especially when they 
have been selected more on the basis of technical competence than on interpersonal skills. FMA urges 
Congress to address this weakness by expanding training opportunities for managers through programs 
such as the Federal Executive Institute and the Management Development Centers. These institutions 
educate managers and executives in a broad range of management competencies, in addition to 
government service in the context of American values. FEI and the MDCs are cost-effective in providing 
training at a price far below any of their competitors in academia or the private sector. 

An important component of empowering employees to operate effectively in the horizontally-structured, 
fast-paced, information-intensive, workplace of the 21st century must be to equip Federal workers and 
train them in the use of state-of-the-art computer equipment. The Federal government, including the 
Congress, provide a wealth of information on the world-wide-web and over other internet protocols. 
However, relatively few workers have the training or the equipment to take advantage of this emerging 
technology. The NPR's Net Results task force has done an outstanding job of improving government 
knowledge sharing, cross-agency communication, and information distribution. Congress should support 
these efforts. 

Within the fi-amework of adherence to merit principles, agencies and front-line workers need to be 
empowered through reform of civil service personnel rules. Managers will not be able to do more with 
less if they are still hampered by personnel rules that make it difficult or impossible to hire, reward 
performance, retain highly skilled and experienced workers, discipline or fire poor performers, manage 
workforce attrition, communicate with top management, and reduce abuse of workinan’s compensation 
The following are FMA’s recommendations for legislation to help address these issues: 


CIVIL SERVICE REFORM RECOMMENDATIONS 

CHANGING THE FEDERAL HIRING SYSimi 

Federal managers are frustrated by a hiring system that does not involve their participation in initial 
recruitment and evaluation of candidates, takes too long, restricts competition, and is too complex. They 
are at a distinct disadvantage in comparison to their private-sector counterparts who can make immediate 
offers of employment to qualified candidates Today’s labor market and workplace demand a more 
flexible and responsive hiring system. 

FMA is in general agreement with the proposed changes in the hiring system contained in the 
Administration’s draft civil service reform legislation. FMA is, however, concerned about the proposed 
5-year duration of non-permanent appointments. We believe that three years should be sufficient for 
most time-limited needs. Overall, these proposals are a step in the right direction toward decentralizing 
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and streamlining the Federal hiring system while retaining a critical support and oversight role for 0PM 
to insure adherence to merit principles. 

As government downsizes, career transition assistance will become increasingly important. FMA 
commends President Clinton for directing 0PM on September 12 to establish policies requiring agencies 
to hire well-qualified displaced Federal employees from their own agency and other government agencies 
before hiring external candidates. This effort may ultimately require some changes in current law. and we 
encourage Congress to be responsive to this need. 


PERFORMANCE MANAGEMENT 

Responsive systems for the conduct of performance management are essential to the strength and vitality 
of an effective civil service. Performance management systems must aim to integrate employee 
performance goals with those of their agency, give employee feedback to continually improve 
performance, maintain accountability for unacceptable performance, and reward employees for 
distinguished performance. 

OPM*s issuance in August of new performance management regulations was a positive step toward 
providing greater performance management flexibility to agencies and eliminating some of the 
burdensome requirements. 0PM did an effective job in balancing the need for agency versatility in 
responding to the demands of their mission and culture, while assuring govemmentwide maintenance of 
merif^ystem principles. 

At the same time, additional improvements in performance management systems are warranted. As 
downsizing proceeds, increased supervisory ratios and broader spans of control make it difficult for 
supervisors to devote the fullest attention to communication, performance feedback and documentation 
of poor performance as a regular part of their supervisory responsibilities. We need to find new ways to 
reduce administrative burdens, encourage supervisors to deal head-on with performance problems, and 
establish greater accountability for performance. 

Managers and supervisors find the current process for dealing with poor performers to be unduly difficult 
and time-consuming. According to the GAO, the average supervisor spends five hours per week working 
wth each poor performer under their supervision. This commitment usually lasts for months. Time and 
delay problems are compounded further through grievance and MSPB appeal procedures covering 
performance-based personnel actions. The availability of affirmative defenses, even if frivolous, add to 
the problem. The pressure and inclination to settle appeals further undermines manager resolve. We 
encourage Congress and the Administration to devote renewed attention to these problems as an 
important part of civil service reform. 


DISPUTE RESOLUTION 

Federal employment disputes generally take too long and cost too much to resolve and, in some cases, 
are not resolved in a manner that promotes the efficiency of government service. This situation is 
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fhistrating to conscientious managers and employees throughout the Federal government. The 
partnership process may help reduce the number of costly disputes. More could be done. There are 
currently multiple dispute resolution forums (e.g.. Federal Labor Relations Authority, Merit Systems 
Protection Board, Equal Employment Opportunity Commission, and the Office of Special Counsel) 
available for a wide range of employment disputes that are not resolved within individual agencies. These 
specialized and sometimes overlapping forums present a confusing array of processes and procedures. 
FMA supports streamlining the employee complaint process in a manner that protects the rights of all 
employees to create a single forum for dispute resolution. 


PARTNERSHIP 

The Administration has sought to empower front-line workers by joining with Federal employee unions in 
“partnership" efforts at the national and agency level. On October 1, 1993, President Clinton issued 
Executive Order 12871 establishing the National Partnership Council. Partnership is an important 
initiative to create greater employee involvement, higher accountability, and a more productive, high- 
performance organization. 

One of the current obstacles to effective intra-management workplace communication is an advisory 
opinion issued by the Department of Justice last year asserting that Federal employees may have violated 
18 U.S.C. §205 and could be subject to criminal prosecution when they have expressed the views of an 
employee organization where there is a potential for the organization and the agency to have different 
positions on a particular matter focused on the interests of a discrete and identifiable class. Legislation 
introduced Representative Frank Wolf (R-VA), H.R. 782, the Federal Employee Representation 
Improvement Act of 1995, would correct this Department of Justice interpretation to restoring effective 
communication in the Federal workplace. H.R. 782 is scheduled for floor in the House later this month. 
We urge your Mr. Chairman and the Subcommittee to support passage of this important legislation. 


COMPENSATION 

During this period of downsizing the federal bureaucracy by 2 72, 000 employees over the next 5 
years, the remaining worlrforce must be highfy trained and motivated in order to meet the needs 
of all taxpayers in an efficient manner. . . I am committed to ensuring that as the bureaucracy 
further downsizes, a more productive workforce remains and is filly compensated 

Sen. William V. Roth 03/31/95 

Making government smaller and more efficient requires a better educated, more highly skilled workforce. 
Recruiting and retaining such a workforce demands a competitive compensation and benefits package on 
the part of the Federal Government. Over the last decade and a half. Federal civil servants have 
contributed more than $200 billion toward reducing the Federal deficit through cuts in their pay and 
benefits. Congressional efforts to reform civil service personnel laws need to address the central issue of 
insuring that enough funding for government salaries is provided to ensure that they are comparable to 
pay for similar work in the private sector. 
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I^MA is opposed to current efforts pursuant to H.Con.Res. 57, the 1996 budget resolution, to cut funding 
for pay adjustments in half, reduce lifetime retirement benefits for those retiring after 1996, reduce the 
goverrunent’s share of employee health care premiums, increase employee contributions to the civil 
service retirement trust fund, and delay cost>of>living>adjustments to Federal retirees. The 27.5% gap 
between Federal and non-Federal salaries should be closed by fully funding the Federal Employees Pay 
Comparability Act of 1990 (P.L. 101-509). One way to do this is for Congress to pass H.R. 1409, 
introduced by Delegate Eleanor Holmes Norton (D-DC) to reduce the $108 billion the government 
spends annually on contracting out for services in order to fully fund FEPCA. 

In addition to providing adequate funding for pay adjustments Congress should support efforts to reform 
the General Schedule pay and classification system. FMA is supportive of the goals of the NPR*s draft 
human resource management legislation to reform the classification system. We support efforts to 
simplify the current classification system and provide agencies greater flexibility in how they classify and 
pay their employees. This includes broad-banding, which has been successfully tested for more than a 
decade at China Lake Naval Warfare Center in California. While the China Lake experience may have 
limited applicability to other areas of the government, FMA supports granting greater authority to 
agencies to conduct similar broad-banding experiments 

FMA has a chapter at China Lake whose members are happy with their broad-banding arrangement. 
FMA Chapter 28 President, Nancy McCrary who is a manager at China Lake is representative of the 
views of her colleagues in her support for broad-banding. She says that the broad-banding pay 
demonstration project, which was made permanent last year, “is a great system and it works. Tve been 
happy with it for 15 years both from an employee standpoint and from a supervisory standpoint.” The 
classification and pay system at China Lake gives managers flexibility to reward performance by granting 
anywhere from no pay increase beyond comparability adjustments to a 6% increase in pay for 
exceptionally outstanding employees. In addition, managers at China Lake are required to sit down with 
their employees three times a year to conduct a performance review session. This gives employees an 
opportunity to receive input on how they can improve their performance toward the goal of receiving a 
higher pay increase. 

As the Subcommittee considers reforming personnel laws governing Federal employee compensation, 
FMA makes the follo\^ng recommendations for improving agencies' ability to better recruit and retain a 
highly qualified and effective workforce: 

• Allow agencies at the end of the fiscal year to use up to 50% of unobligated administrative funds to 
pay employee bonuses and return the other remaining funds back to the Treasury. 

• Reject proposals to diminish Federal health and retirement benefits promised to current workers and 
retirees. 

• Create an equitable compensatory structure recognizing the extra duties and responsibilities of 
managers. 

• Eliminate unnecessary workforce anxiety over furloughs due to political budget battles, pass H.R. 
2184 introduced by Congressman James P. Moran (D-VA). 

• Eliminate disincentives for promotion to management positions with the Federal Aviation 
Administration by passing H.R. 1777 introduced by Congressman Jim Oberstar (D-MN). 
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RESTRUCTURING THE FEDERAL WORKFORCE 

Responsible management of employee attrition during this unprecedented period of downsizing is 
essential to maintaining an effective and productive workforce. Reductions-in^force should be avoided if 
at all possible. Not only are they expensive (OPM estimates each RIF costs $36,300), RIFs destroy 
workers’ morale and productivity. More aggressive and wide spread use of transition assistance for 
displaced workers needs to be considered by Congress as it debates increasing the number of civil service 
positions to be eliminated. FMA makes the following recommendations for improving agencies’ ability to 
manage workforce attrition. 

• Waive the 2 percent penalty on a retiree’s annuity for every year less than age 55. 

• Extend Voluntary Separation Incentive Program authority to non-DoD agencies through FY ‘99. 

• Allow agencies to pay up to $10,000 in retraining costs to encourage non-Federal employers to hire 
displaced Federal workers. 

• Allow employees to use accrued sick leave toward satisfying civil service retirement requirements. 

• Pay separating employees for unused sick leave. 

• Approve an “Open Season” for CSRS employees to transfer to FERS. 

• Extend health care coverage for separated employees to ISO days and require agencies to pay 
employee share of health prermum. 

• Allow employees to volunteer for a RIF. 

• Allow RIFed employees to receive their severance pay in a lump-sum. 

• Require Federal contractors to give preference to involuntarily separated Federal employees. 

• Extend the authority to waive the five year coverage requirement to continue FEHBP coverage to all 
employees. 


FEDERAL EMPLOYEES COMPENSA TIONACT 

Mr. Chairman, one last area of personnel law that FMA would like to draw to your attention as being in 
need of reform is the Federal Employees Compensation Act. FMA is concerned about the effect that 
rising FECA program costs are having on agency budgets. The compensation problems facing FMA 
Zone 6 President Alfred W. Hutchinson are typical of those confronting many FMA members. A1 is a 
career manager with 28 years of government service who is currently the Chief of the 
Scheduling/Inventory Control Branch of the Aircraft Division at Tinker Air Force Base in Oklahoma. 
According to Al, current FECA rules, “do not require a significant level of proof of the employee’s 
disability and it is too easy to get a doctor’s certificate.” When a Tinker employee visits one of the 
private medical facilities near the base, the first questions the nurse will ask them, before they see the 
doctor, is if they need a certificate for compensation and how many days do they need off. The doctors 
will typically then sign the certificate for the employee. Al estimates that 9 out of 10 area doctors operate 
in this manner. 

Since FECA benefits are paid out of Tinker’s salary and expense account, as they are at all Federal 
agencies, high FECA costs mean less money is available to hire new workers and compensate current 
employees. FECA needs to be reformed in a manner that preserves the rights of employees injured in the 
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workplace but changes some of the rules that currently make the program vulnerable to abuse. For 
instance, due to current rules providing a wage replacement rate of 75% for tax-free FECA benefits, 
workers at Tinker can make $10 to $50 more per pay period on compensation than if they had come in to 
work. FMA makes the following recommendations for reforming the goverrunent’s workman’s 
compensation program. 

• The right to resume employment following recovery from a FECA-covered absence should be 
extended from one year to three years. 

• A FECA retirement program should be established. 

• The maximum rate of FECA benefits should be reduced firom 75% to 66 ^/ 3 %. 

• Agencies should be allowed to choose which doctors will evaluate FECA claimants. 

• The three-day waiting period before benefits are paid should be reinstated. 

• Payments should be the same for all employees suffering Identical anatomical losses. Payments 
should not be made for preexisting conditions. 

• Increases in FECA benefits should be based on the pay adjustments received by active Federal 
workers. 


CONCLUSION \ 

Mr. Chairman, I again want to thank you for holding these important hearings to examine the strengths 
and weaknesses of Federal personnel laws and to solicit recommendations for reform. FMA looks 
forward to working with you and the Subcommittee to improve human resource management in the civil 
service. This concludes my prepared remarks, I would be happy to answer any questions you may have. 
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Mr. Mica. I want to take this opportunity to thank all three of 
you for your testimony. 

Mr. Denholm, you have offered a number of points that I think 
deserve further elaboration. 

Mr. Moyer, your comments are interesting about some of the 
Federal Employees Compensation Act, and you also came up with 
some very interesting observations and proposals for restructuring 
our work force in light of RIF’s and some of the other actions that 
you have been involved in. 

Mr. Gilmer, we particularly appreciate the consolidation of your 
comments with other veterans groups and the extensive report that 
you have compiled for the benefit of the subcommittee. I looked 
through it, and some of the other Members looked through it. 

As you can see, with the lack of votes today and also several obli- 
gations of our Members — Mr. Moran, our ranking member, is, I be- 
lieve, on a live program he had committed to — what we want to do 
to be totally fair, is have you submit your complete comments for 
the record, along with the little dialog that you have provided us 
with so far, and we are going to call the panel back. 

With your agreement, we will call you back to continue this and 
ask you to be available for questions at one of our future hearings. 
We do not want to neglect three very important witnesses and 
their valuable testimony. We will defer any questions to that time. 

There being no further business before the House Civil Service 
Subcommittee, I declare the meeting adjourned. 

Thank you. 

[Whereupon, at 11:40 a.m., the subcommittee adjourned.] 



CIVIL SERVICE REFORM I: NPR AND THE 
CASE FOR REFORM 


WEDNESDAY, OCTOBER 25, 1995 

House of Representatives, 

Subcommittee on Civil Service, 
Committee on Government Reform and Oversight, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 10 a.m., in room 
2154, Rayburn House Office Building, Hon. John L. Mica (chair- 
man of the subcommittee) presiding. 

Present; Representatives Mica, Bass, Clinger, Moran, and Hold- 
en. 

Staff present: George Nesterczuk, staff director; Ned Lynch, pro- 
fessional staff member; and Caroline Fiel, clerk. 

Mr. Mica. I’d like to call this meeting of the House Civil Service 
Subcommittee to order. This is the continuation of a hearing that 
we held last week on civil service reform, the National Performance 
Review and the case for reform. The hearing last time was inter- 
rupted while our final panel was testifying on October 13, and we 
have asked them to return today so the subcommittee could com- 
plete its questions. 

Mr. David Denholm, president of the Public Service Reseairch 
Foundation, was unable to return for this discussion because of a 
conflict in his schedule. He’ll be submitting an additional statement 
for the record, and we’ll be submitting some questions to him. 

But this morning we are pleased that we have an opportunity to 
question and hear once again from Bruce Moyer, executive director 
of the Federal Managers Association; Len Gilmer, associate na- 
tional legislative director, the Disabled American Veterans. We in- 
vite both of you to come up and we are going to give you an oppor- 
tunity, if you wouldn’t mind, to summarize your remarks from the 
last time £md then we’ll get into some questions. 

I’d remind the witnesses that you were sworn in at the previous 
hearing and are under oath as you continue here with us today. 

So first, Len Gilmer, we’ll start with you. You had some excellent 
data that you relayed to the subcommittee. If you wouldn’t mind, 
could you summarize briefly? Then we’ll get back to Mr. Moyer. 
Welcome. 
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STATEMENTS OF LENNOX E. GILMER, ASSOCIATE NATIONAL 

LEGISLATIVE DIRECTOR, DISABLED AMERICAN VETERANS; 

AND BRUCE MOYER, EXECUTIVE DIRECTOR, FEDERAL MAN- 
AGERS ASSOCIATION 

Mr. Gilmer. Mr. Chairman, I appreciate this opportunity once 
again to appear before you. We did provide a 5-minute oral state- 
ment before, I’ll summarize that. I would point out that this is a 
consensus statement of eight separate veterans’ service organiza- 
tions that have a membership of about 7.6 million members. It is 
an honor, a privilege, and also a responsibility to attempt to rep- 
resent the consensus view of these important organizations. 

I think if I were to put it in the most brief of terms, veterans’ 
preference has been under attack for a long time. The Carter ad- 
ministration led the charge back in the late 1970’s. The General 
Accounting Office added fuel to the flame on a number of occasions. 
We have pointed out where we felt their studies were flawed, were 
often biased and certainly didn’t look at the big picture of why the 
Government has an interest in providing preferential employment 
to veterans. 

A part of the focus of our testimony was the very problems that 
result from serving in the military, and who is likely to be charged 
with that responsibility, either voluntarily or through the military 
draft. 

One of the things that has often been ignored in this whole dis- 
cussion is that veterans’ preference, except for disabled veterans, is 
limited to periods in which militaty draft has been in place. Only 
men have ever been drafted in this country; they bear the burden 
of having to meet that kind of requirement. And when you look at 
the men and the women who served in Vietnam, each of the men 
who died there or who were damaged as casualties were ordered 
there by the Government. That’s an awesome responsibility. 

The point is often lost that the numbers of women are increasing 
in the military service. While many people argue against veterans’ 
preference because of the edleged impact on women who do not 
serve, they forget about the women who did serve, and we think 
that is most urifortunate. 

We argue for veterans’ preference, obviously. We believe that 
there must be a central place where veterans’ preference can be ad- 
ministered, particularly as we are looking at decentralization of 
Federal personnel processes. We believe that at this time, since the 
Carter administration, there has been something of a culture devel- 
oped in the Federal personnel system, which generally resists vet- 
erans’ preference and its applications. We think that without 
central oversight veterans’ preference will generally be lost even 
with good strong laws. 

Thank you, Mr. Mica. 

Mr. Mica. I thank you and will turn now to Mr. Moyer to testify. 

Mr. Moyer. I thank you, Mr. Chairman and Mr. Clinger. It’s a 
pleasure to return. We thank you very much for the gracious oppor- 
tunity that you’ve extended. It has been infrequent in our experi- 
ence in the past, when upon the hour and the press of the clock, 
to have the additional opportunity to come back for a dialog that 
is so important to the conscious and considerable consideration of 
the underl 3 dng questions deeding with civil service reform. 
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We certainly commend you for this important effort to review the 
Nation’s civil service laws and the great challenge before this com- 
mittee in achieving reform that is sensijble, that deals with the 
major problems underlying the current personnel framework, that 
deals with its rigidity and its complexity and the need to make 
agencies more conscious of outcomes and results, rather than proc- 
ess, the need to encourage and instill in managers that same atten- 
tion to results, to give them the flexibility to be able to hire and 
fire and reward more expediently, and overall — and this really 
deals as much with the public’s consciousness as it does within the 
work force — the recognition of employees as an asset, not simply as 
a cost factor on a balance sheet. 

When I previously had the opportunity to summarize our state- 
ment, I devoted attention to five points, and I’ll simply identify 
those this morning ag£un. They dealt with the importance of assur- 
ing that the Office of Personnel Management serves as the central 
organization within the personnel structure of the Federal Govern- 
ment — ^for it to continue to play a role that assures effective over- 
sight and the provision of expertise to agencies struggling with de- 
centralization and added flexibility. There certainly needs to be a 
very careful balance that’s struck between decentr^ization and ac- 
countability, and 0PM is positioned, we believe, in a situation that 
requires it to continue to play that very attentive role in assuring 
that balance. 

Second, the importance of training, the fact that as we look at 
the success of a nation like Australia, in its civil service reform ef- 
fort, the degree to which it, as well as in the private sector, train- 
ing has been a very, very important element of and regard for it 
as an investment in the work force. 

Australia has devoted 5 percent of its salary expense dollars to 
training. We are currently, within our civil service, devoting about 
1.3 percent. And if we are expecting a leaner and a meaner work 
force to be able to be more capable and competent, as knowledge- 
able workers, it requires particular effort to be devoted toward and 
priority to be devoted toward training. 

The third issue deals with performance and accoimtability, an 
issue that you certainly are going to be devoting attention to tomor- 
row in dealing with poor performers. I devoted some attention in 
my prior remarks to that and will be glad to continue that discus- 
sion this morning. 

Fourth, the need, we believe, within civil service reform at this 
time, as the Government continues to devote attention to 
downsizing, to provide additional tools to all agencies to encourage 
the most effective restructuring of the work force that provides a 
compassionate and sensible array of tools to agencies to encourage 
attrition, to avoid reductions in force, to assist in career tr8msition 
assistance to displaced employees to be able to move effectively into 
the private sector and to encourage private sector employers to 
take advantage of that skill and expertise that is available as it 
comes on the labor market. Similarly as vacancies, although they 
may be few, open up within the Federal Government, there is a 
need to certainly continue the momentum that was initiated last 
month in the President’s memorandum to agencies to give higher 
priority to displaced employees, if they are well qualified for posi- 
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tions that are opening up within the Government, to take advan- 
tage of that investment and that expertise that resides within em- 
ployees who otherwise would be out on the street. 

Then, finally, a cost-savings proposal that we think and are very 
pleased to note that the subcommittee has already taken interest 
in pursuing, and that is reform of the Federal Employees Com- 
pensation Act, the workmen’s compensation laws affecting the Fed- 
eral work force. We think that there is considerable potential there 
for cost savings in how that program is administered. 

It is interesting to note that in 1980, total FECA payments gov- 
emmentwide were $785 million for 51,000 beneficiaries. Fourteen 
years later, in fiscal year 1994, FECA benefits cost the Government 
more than $1,800,000,000 for 52,430 recipients. In other words, 
only a slight increase in the number of recipients and yet an outlay 
on the Government’s part of more than double the amount during 
that period of time. 

So we would be interested in discussing those points and others 
with you, Mr. Chairman. 

Mr. Mica. I thank both of you. 

Mr. Chairman, before you leave, I wanted to give you an oppor- 
tunity to ask questions, if you wish. We have Mr. Gilmer, the rep- 
resentative of eight veterans groups on the matter of preference, 
and Mr. Moyer, who represents our Federal managers. 

You will play an important role in any reform that comes out of 
this committee. I 5 deld to you. 

Mr. Clinger. Thank you very much, Mr. Chairman. 

I was not here when the two gentlemen were here before, so I 
wanted to get at least a feel for your testimony and for your inter- 
est. I commend you, Mr. Chairman, for undertaking this very sig- 
nificant oversight and also moving toward reform of a system that 
I think desperately needs it, suid I think the contribution that you 
gentlemen are making is very helpful to us. 

Perhaps some of these questions have been asked before, but to 
you, Mr. Gilmer — I was wondering how you feel regarding the ad- 
ministration’s performance in carrying out the intent and purpose 
of the veterans’ preference laws? Are they complying with them, in 
your view, effectively? 

Mr. Gilmer. Well, Mr. Clinger, I think there has been an inter- 
esting shift of gears by this administration. When we look at what 
was originally proposed by the National Performance Review activi- 
ties out of the Vice President’s office, there was some significant 
things that would have had a negative impact on veterans and, in 
fact, the Office of Personnel Management supported the Postal 
Service in their reorganization, which was later ruled to be a RIF 
where veterans were denied their reduction in force protections. 
0PM had to carry their complaints forward and did so. 

Of course, those offices are arms of this administration. I would 
have to say, though, that the kind of general support for veterans’ 
preference has turned around. They have shifted gears dramati- 
cally from what were very bad starts. We have found that their 
language is very supportive. We still are concerned about some of 
the technical recommendations and we refer to them in our testi- 
mony. 
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For example, they would provide a process whereby temporary 
employees could be converted to career employees without consider- 
ation for veterans’ preference, at least in our opinion that’s what 
their proposal would do. 

Statistics suggest that there are serious problems in administra- 
tion of veterans’ preference. The fact is that veterans are dispropor- 
tionately hired by about three Federal agencies — ^the Veterans’ Ad- 
ministration and then several branches in the Department of De- 
fense; then, after that, veterans’ hires drop dramatically in other 
Federal agencies. 

For example, if you were to look at the U.S. Department of 
Labor, their veterans figures look pretty good until you take out 
the Veterans Employment and 'Training Service, then they drop 
dramatically to very few veteran hires. But I am not satisfied that 
this administration, per se, is driving all of that; I think in some 
cases we are talking about a culture that has been developed which 
suggests that if you provide veterans any kind of special consider- 
ation, you will hurt women and minorities, and I’m afraid that the 
focus of attention then has shifted gears so dramatically that when- 
ever you talk about veterans, people want to put it in that context. 

We think that that is an erroneous discussion, in part because 
if you look at the numbers of minorities who are veterans, they are 
disproportionately in the military and in the veteran populations. 
Women continue to increase as a proportion of the veteran popu- 
lation, and we think that those women who served deserve those 
special considerations. 

Mr. Clinger. Thank you. 

Mr. Moyer, there’s been a ^eat deal of talk about contracting out 
of various services and functions whereby the Federal Government 
presently provides the sort of flexibility that everybody seems to 
agree we need to be moving toward — what sort of criterion should 
we look to to determine what functions can be contracted out and 
what should not be contracted out? 

Mr. Moyer. We believe that the current methodology underlying 
an analysis of what is inherently governmental ought to continue 
to remain an important consideration, that there are certain func- 
tions within the Government that deal with public safety, that deal 
with confidentiality, that deal with national defense, that truly 
ought to remain within the operation of the Government performed 
by Federal employees and not contracted out. There may well be 
other commercial activities, though, that ought to be considered. 

A large significant number of our members at facilities and in- 
stallations throughout a variety of departments and agencies who 
have encountered contracting out, or outsourcing, have found that 
ultimately it has ended up costing the Government more than had 
it not been pursued. The cost savings that were projected initially 
never came to bear fruit. Time after time, the General Accounting 
Office has validated that result. 

Now, why has that come about? Through a variety of reasons, in- 
cluding mismanagement of the contracts themselves by Govern- 
ment personnel. But even that has been due to the fact that we 
have not properly applied sufficient resources, including training, 
to those personnel that yet remained to have the responsibility for 
managing that contract. Too often cost overruns have been allowed 
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by the Gk)vemment; too often a monopoly has been developed in the 
area where there is no other competitor to really be able to keep 
a level playing field of competition out there — a variety of reasons 
that have re^ly caused considerable doubt on our part that the 
rush to privatize Government will truly yield a more effective and 
a more cost-effective Government. 

Mr. Clinger. ThEink you, Mr. Moyer. 

Mr. Chairman, thank you very much. 

Mr. Mica. Thank you, Mr. Chairman. And we appreciate your 
comments. 

I yield to the gentleman from Pennsylvania now. 

Mr. Holden. Thank you, Mr. Chairman. I apologize for being 
late to you and to the panel. I am sorry I had a prior commitment. 
I don’t know if you would like me to proceed with questions now, 
or I didn’t know if you had any. 

Mr. Mica. Proceed. 

Mr. Holden. Thank you, Mr. Chairman. I had a chance to briefly 
review the testimony and the chance to be briefed on your testi- 
mony. I have a few questions I’d like to ask. 

Mr. Moyer, you indicated in your statement that excessive 
downsizing of 0PM will lead to management chaos, as well as in- 
creased costs, as Federal agencies create a host of different person- 
nel systems. What aspect of the situation will lead to increased 
costs and why? 

Mr. Moyer. Well, to the extent that agencies take on responsibil- 
ities that previously had been performed by 0PM in a uniform 
way, you are going to find duplication of effort there and economies 
of scsde previously that will not be available. I’m speaking of classi- 
fication expertise, also with regard to pay and staffing areas, a 
number of functions that 0PM currently provides that — including, 
in fact, training expertise that will not be available to agencies any 
longer, that they will either have to go out to the market and se- 
cure or try to provide in house and oftentimes do it in a very cost- 
ineffective way. 

Mr. Holden. A follow-up to that, you recommended that Con- 
gress support expanded training opportunities for managers such 
as the program of the Federal Executive Institute and the manage- 
ment development centers. What courses do these institutions offer 
that you believe are essential to the developmental needs of the 
frontline supervisors? 

Mr. Moyer. In terms of the specific curriculum, I ask if we can 
get back to you with regard to identification of specific courses. 

Mr. Holden. Sure. 

Mr. Moyer. But overall, the curriculum there is certainly very 
much different than that that would be available at even some of 
the most distinguished graduate schools in public administration 
within this country because it is focused on the Federal culture and 
the demands and challenges facing Federal managers. That par- 
ticular sensitivity and that particular focus is something that is ex- 
tremely valuable in the professional development of our manage- 
ment cadi*e. 

Mr. Holden. It is my understanding that you feel the 5-year 
nonpermanent appointment the administration has included in its 



319 


draft reform bill is too long. And why is a 3-yeeir period you rec- 
ommend more appropriate? 

Mr. Moyer. Well, we believe that the 5-year period is really not 
well justified, that a 3-year period certainly provides a sufficient 
probationary period to judge the caliber and the competency of an 
employee, that work force levels should they be shifting during that 
time period are sufficient enough to be satisfied by a — or sense 
enough to be satisfied by a 3-year period, and certaiidy experiences 
in the past have continued details of employees without proper 
benefits by their being on a temporary basis. Certainly the example 
of the employee working for the Department of the Interior who 
died of heat stroke several — I guess two summers ago. There you 
had somebody who was on a temporary basis continued for, I think, 
9 years without benefits. It is a tragic example of that kind of ex- 
tended period that we think should not go beyond a 3-year period 
of time. 

Mr. Holden. Thank you, Mr. Moyer. 

Mr. Gilmer, you stated that there is currently no administrative 
process available through its veterans to obtain a prompt investiga- 
tion of their complaints. Specifically, what formal or informal proc- 
ess would you recommend? 

Mr. Gilmer. Well, our recommendation in the testimony is fairly 
broad because we haven’t explored the details far enough. Some of 
the discussion has included being able to file an appeal which ulti- 
mately might be decided at the Court of Veterans Appeals here in 
Washington. 

Additionally, the process we would like to have would allow the 
veteran to get informal answers fairly close to their home. They 
shouldn’t have to travel, and they ought to be able to get answers 
that wouldn’t require them to get an attorney or go to any tremen- 
dous expense. So the process should start off very informally. 

At this point, there have been some discussions about where the 
administrative process would best reside and what the structure of 
that complaint process would be, but I don’t think there has been 
any reEd formal decision about how that could look. 

Mr. Holden. You recommend allowing veterans to appeal veter- 
ans’ preference RIF violations to the MSPB. What avenues are cur- 
rently available to protest such violations and what greater benefit 
would be obtained by going through the MSPB? 

Mr. Gilmer. Well, at this point, we have that right. We point out 
that some Federal agencies would like to have that right removed. 
For example, the Postmaster General, when he reorganized the 
Postal Service, claimed that they did not have to provide veterjms’ 
reduction-in-force rights, even though they were reducing the 
grades of these personnel. Only because veterans had the right to 
go to the MSPB was the Postal Service stopped. Other Postal Serv- 
ice employees who were not veterans and did not have that right 
could not get any remedy, and the Postal Service was allowed to 
do whatever it wished with regard to those employees in that so- 
called reorganization. Veterans, then, were able to force that issue 
because they had MSPB rights. What we are concerned about there 
is that we think that there are agencies that would like to have 
that right removed, and if it is lost, then we think that agencies 
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like the Postal Service will do what they would like regardless of 
the law. 

Mr. Holden. One more question, Mr. Gilmer. You object to the 
elimination of the size limits on demonstration projects and the 
waiver of veterans’ preference rules in connection with them. If, 
however, veterans’ preference were to be protected in the dem- 
onstration projects, why would you still oppose dropping the size 
limit? 

Mr. Gilmer. Well, what concerned us as we read the administra- 
tion proposals is, these demonstration projects could include vir- 
tually the whole personnel system of the Department of Defense, 
which is, of course, one of the largest Federal employers. We didn’t 
see any kind of limit whatever. 

We also saw in the proposal, if we were reading it correctly and 
were assessing it correctly, the agency could go through 0PM, get 
the approval to put this project in place; then could go back — if the 
project proved to be satisfactory to 0PM and the Department of 
Defense — then DOD could create its own personnel system and 
0PM could approve it all without changes in law. We felt that 
blanket authority was too great. . 

Now, in terms of the veterans’ preference waiver, the 1978 Civil 
Service Reform Act provided for a waiver of law in demonstration 
projects and it didn’t restrict veterans’ preference principles from 
being waived. So we’re recommending that, one, we don’t oppose 
demonstration projects generally. Although we don’t think that 
blanket authority ought to exist. And, we think that the 1978 Civil 
Service Reform Act should be amended to require veterans’ pref- 
erence principles be maintained in those projects. 

Mr. Holden. Thank you, gentlemen. 

Mr. Mica. I thank the gentleman. 

Mr. Bass, our vice chairman, did you have any questions? 

Mr. Bass. Thank you very much, Mr. Chairman. I have just one 
brief question. 

I wish to apologize first for being late and having been unable 
to hear you deliver. I’m sure, your eloquent statement. I had a 
chance to review it very briefly and I was intrigued about the 
abuse of the Federal Employees Compensation Act that you alluded 
to or pointed out in your testimony. You cited, I believe, an isolated 
case. Is that an isolated case or are there other examples of this 
that you could bring to our attention? 

Mr. Moyer. We do not believe that it is an isolated case, Mr. 
Bass. We believe that the problem is widespread. The degree to 
which we have within the Federal Managers Association an appre- 
ciable number of employees who serve as managers and super- 
visors throughout the industrial side of Government, particularly 
within the Department of Defense where the unfortunate frequency 
of injuries is more evident, gives rise to our belief that that anec- 
dote that we had included in our testimony has been, through con- 
versation with numbers of other members, repeated as to the cost 
overruns or the costs associated with administration of FECA. And 
when you simply look at the bottom line of the costs of the program 
to the Government, there are certainly a number of shortcomings 
with its administration and the laws governing it. 
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But, at the same time, greater attention needs to be devoted to 
assuring that the workplace is safer, a more proactive approach 
that ensures that we don’t run into injuries, but when those inju- 
ries occur, that we be more vigilant in assuring that the system is 
not abused with regard to payments. 

Mr. Bass. I guess the answer to this question may be self-evi- 
dent, but do you think that these abuses affect the ability of man- 
agers to manage their work force? 

Mr. Moyer. Absolutely. Certainly the absence of a worker who 
was qualified and competent to ca^ out that job, particularly 
when operating under FTE constraints and the amount of, you 
know, of employees that you can have working within a particular 
work force, you certainly deal with that additional constraint that’s 
created by that vacancy of the injured employee. 

Mr. Bass. I’ll ask you one quick concluding question. I am look- 
ing for the reference in your testimony here, but I believe that you 
recommend increases in benefits for Federal employees. Do you 
have any ideas or recommendations for funding sources for these 
increased benefits? It’s on page 7 of your testimony. 

Mr. Moyer. Yes. In the overall sense of funding sources, cer- 
tainly there has been legislation that has been proposed by Dele- 
gate Norton identifying the considerable cost associated with con- 
tracting out, about $108 billion, and as compared to only $80 bil- 
lion that we are spending for the Federal payroll currently. There 
are certainly cost savings that could come about by a much closer 
attention and scrutiny to that contracting-out cost. 

The Government is doing a very poor job in monitoring the effi- 
ciency and the effectiveness of contracting out. Certainly we believe 
Delegate Norton’s legislation would put us in a much better pos- 
ture to identify cost savings and use those to satisfy whatever addi- 
tional costs arise, as you’ve identified, with an increase in benefits. 

Mr. Bass. Thank you very much, Mr. Chairman. 

Mr. Mica. I thank the gentleman and welcome our ranking mem- 
ber, Mr. Moran, and ask if he has any questions at this time. 

Mr. Moran. Thank you, Mr. Chairman. Let me ask Mr. Moyer, 
if we were to do some demonstration projects throughout the Fed- 
eral Government, we might do some that would give maximum dis- 
cretion to management; others might give maximum protection to 
employees and so on, but we’d see which approaches seem to be 
most effective. 

If you had the opportunity to draw up one demonstration project, 
describe what it would be — ^in other words, the ideal scenario for, 
from the perspective of the Federal Managers Association. 

Mr. Moyer. That’s a wonderful question. I am not sure I can pro- 
vide a wonderful answer to you for you at such short request. But 
I would suggest that a demonstration project provide latitude to 
deal with some of the most pressing problems that have been iden- 
tified during the course of the last several days of hearings associ- 
ated with civil service reform. 

All demonstration projects should provide greater flexibility in 
the area of classification. By “flexibility,” I mean simplification as 
well, to remove the tremendous maze of rules and arcane factors 
that deal with classification and provide in a much more simplified 
way the opportunity for employees to be paid for knowledge and at 



322 


the same time for that kind of effort to have cost restraints to as- 
sure that if we move to something like pay banding that there are 
limitations to assure that it’s budget neutral. 

Second, the demonstration project should provide a more sim- 
plified approach toward performance appraisal and yet at the same 
time assure that there is intensive effort for frequent, informal 
feedback by supervisors with their employees. 

One of the considerable problems that we deal with in dealing 
with poor performers is the fact that too often there has been too 
little attention to frequent communication between the supervisor 
and the employee but going both ways. As William Raspberry 
noted in his column the other day in the paper, we are not a Na- 
tion of listeners; although that column was devoted to race rela- 
tions, but it extends equally to the workplace. 

Third, there needs to be greater attention in a demonstration 
project paid to pay flexibility, not only classification but also to pro- 
vide an easier way for hiring and staffing and pay to work its way 
and to remove a lot of the rules that have been generated over the 
course of the years. 

And then fourth, greater attention to results that are measurable 
by that particular function or component covered by the demonstra- 
tion project and to take those outcomes and those results and to 
translate them, a very difficult thing to do, but to take those down 
the line, through the internal components down to each employee. 

And finally, to provide for a more participative work culture. If 
that particular work force is unionized, certainly to continue to pro- 
vide for partnership and a sense of participation there at all levels, 
not only the rank and file but also supervisors and managers to be 
included on whatever kind of a partnership council exists, to pro- 
vide the greatest sense of ownership by all employees over those 
outcomes. 

Those, very quickly off the top of my head, would be the principal 
elements that we would recommend be included in a review and 
testing of a demonstration project. 

Mr. Moran. Those are the principal elements that the adminis- 
tration wants to include in its civil service reform package. Those 
I would be inclined to a^ee with. 

I do agree as well with your suggestion that nonpermanent ap- 
pointments be no more than 3 years; but another aspect that I 
would like to include in a civil service reform package would deal 
with the bumping procedure under RIFs. Do you think we should 
eliminate the bumping? 

Mr. Moyer. No, we don’t. We believe that bumping had a reason 
for originating and that is that it deals with the difficult situation 
that someone, through no fault of their own, finds themselves in a 
reduction in force. It permits the retention by the Government of 
that experience and that knowledge that that worker has accrued 
over the course of time and to provide in terms of “save pay” a safe- 
ty net for that employee for a very limited period, a 2-year period, 
that permits them to seek other work, either within or without the 
Government. So that we think that the underlying spirit and pur- 
pose of the bump and retreat rules is well served. 

At the same time, we do have concerns about the application of 
competitive levels and competitive areas in the administration in 
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reductions in force. In RIF’s most recently at the Office of Person- 
nel Management and the Geological Survey, competitive areas were 
drawn very, very narrowly, almost too — in some cases, one per- 
son — that restricted the application of the spirit of the bump-and- 
retreat rules and caused at least a perception that the RIF was 
being manipulated in an arbitrary fashion. 

Mr. Moran. We are going to lose a lot of managers in the Fed- 
eral Government, a lot of them particularly in the Washington met- 
ropolitan area. We’ve talked about the attempt by the administra- 
tion to provide training, transitional assistance. Would we not be 
best served if we accommodated people’s attempts to gain some ad- 
ditional knowledge, skills, education at the institutions that al- 
ready exist, whether it be a community college or one of the univer- 
sities in the area — accommodated them in such a fashion that per- 
haps if they had a class schedule that began at 5, whatever, their 
hours might be flexible as long as they put in the number of hours 
they are required to put in during the week; that we might even 
help subsidize the cost of those courses so that they would have a — 
both a continuing personal educational plan and a career objective 
that would prepare them for leaving the Federal service? Is much 
being done in that way? 

Mr. Moyer. There has not been a lot that has been done in that 
area. That’s a terrific idea, Mr. Moran. 

The peatest amount of attention thus far in provision of career 
transitional assistance has occurred within the Department of De- 
fense because of its downsizing efforts over the course of the last 
6 to 7 years. But we have found very little conscious planning and 
effort proceeding in the nondefense agencies until very, very re- 
cently. 

An idea similar to the one that you proposed would involve the 
extension of authority by an employee to use buyout money, to be 
able to use those funds in a tax-free way for college or continuing 
education courses or even to startup a new business. Both of those 
options would possess a contribution back into the Nation’s econ- 
omy and permit that displaced employee to continue to provide a 
positive contribution to the Nation. 

Mr. Moran. I think that makes a lot of sense. It would be essen- 
tially along the lines of a flexible IRA that we are now talking 
about using to purchase a home or medical costs. But this would 
be for career transitional assistance if they were to use it for train- 
ing, education or some objective that would be consistent and inte- 
grated with a career transition plan. I think that does make a lot 
of sense, and I plan to pursue that. 

Mr. Moyer. The 1995 defense authorization legislation provides 
the authority of the Defense Department to provide $10,000 to a 
private-sector employer who has picked up a displaced Defense De- 
partment employee for the purposes of retraining. That kind of ini- 
tiative certainly should be extended to nondefense agencies. 

Mr. Moran. How much — do you know how much was appro- 
priated for that $10,000 per person; is it open-ended or 

Mr. Moyer. I am sorry, we don’t know the answer. 

Mr. Moran. It is a creative idea. Well, thank you very much, Mr. 
Moyer and Mr. Gilmer. Thank you as well for your comprehensive 
testimony; it covered the whole issue of veterans’ preferences. 
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Mr. Gilmer. Thank you. 

Mr. Moran. So I thank both witnesses, and I thank the chair- 
man for concluding this hearing that got interrupted the last time 
we tried to do it. Thank you, Mr. Chairman. 

Mr. Mica. I thank you, Mr. Moran. I’ve been so generous here 
to the other Members, I haven’t had a chance to ask any questions. 
Since we had the Chair of the full committee and then other active 
participation today, I think it’s turned into a good exchange. 

And let me first say, Mr. Gilmer, I’ve seen a great deal of testi- 
mony submitted to Congress and recommendations. I just want to 
commend you and the other eight organizations that you represent 
who prepared this. This is a great history. Your testimony is a 
great history and a very good, concise report on your recommenda- 
tions; and if you can get that many veterans’ organizations to agree 
and prepare a statement like this, I can tell you, I can use you on 
this committee to help bring us together. 

But a couple of the questions that I had relating to your testi- 
mony — and I read through it again — are dealing with the RIF 
rules. How would you suggest specifically that RIF rules be orga- 
nized and directed so that veterans get a fair shake in any RIF? 
Do you have any specific recommendations or factors that should 
be considered as we develop new guidelines for RIFs and veterans’ 
preference being taken into consideration? 

Mr. Gilmer. Well, in view of my role as a concensus representa- 
tive, our organizations haven’t looked at recommendations for 
change, and in general, to the best of my knowledge, our organiza- 
tions continue to support the RIF rules as we currently understand 
them. The difficulty has come through what we believe are creative 
agency actions to modify the intent and purpose for veterans pref- 
erence in RIF. 

I think one of the most damaging things that happens to a per- 
son in their employment is whenever, all of a sudden, it no longer 
exists. They have planned their lives around it. They have — their 
children, their college — 8ill of the things that may happen to them 
in their future are related to their employment and the income 
they expect to have. 

They also typically have a very high level of commitment and 
identification with the jobs and the work that they do. It provides 
them a great deal of fulfillment and satisfaction. \^en that’s gone, 
it damages and hurts people. Even the people that are left behind, 
who survive the RIF, will be hurt; not only will they have an in- 
creased workload, they will miss their coworkers and they must re- 
organize and reidentify who they are and what’s left. 

We — ^for that reason, we are extremely concerned, as RIF rules 
are applied, that people understand the process. That agencies not 
be able to manipulate these processes so the employees are left 
guessing. People ought to know what’s going to happen to them. 

We would point to the Postal Service reorganization. Their em- 
ployees were up in the air for years and may still not be completely 
settled after that agency did what it did to its employees. TTiey vio- 
lated virtually every RIF element, even when veterans were able 
to go to the Merit Systems Protection Board to reverse the effects 
on them, and that hasn’t completely been accomplished. 
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For other employees who were not protected, the Postal Service 
made it clear they would not extend any protections to them — 
would not consider them in what had been done. They were going 
to have to live with it. And I think the most damaging thing was, 
employees felt they were treated unfairly. They had no idea what 
was going to happen to them next. 

There was a sense of inequity that resulted from it. I think that 
is the key element. People ought to know and the rules ought to 
be cleeir enough so people can anticipate the impact on their lives. 

Mr. Mica. Thank you. And as we get to developing specific lan- 
guage, I look forward to working with you. 

I notice that you recommended we urge adoption of legislative 
language which will require maintenance of veterans’ preference 
monitoring and oversight as well as passover and medical 
unsuitability responsibilities to be assigned to personnel in 0PM; 
and this de^s again with the role of 0PM in monitoring this veter- 
ans’ preference. 

Did you have any specific language or specific requirements that 
you think are essential that 0PM retain? 

Mr. Gilmer. Well, Mr. Chairman, the feedback we’re getting is 
that, as 0PM downsizes and streamlines, those responsibilities 
which they have had virtually since that responsibility has been 
created in the Veterans’ Preference Act of 1944, those positions are 
being eliminated or are being considered for elimination. At this 
point, if 0PM, which is the central agency, doesn’t maintain that 
obligation, we assume that they may make an effort to decentralize 
it to the separate Federal agencies. 

0PM, in the past, has treated these responsibilities, we believe, 
with a great dead of concern. Typically, they have been very con- 
servative in their rulings favoring veterans. We don’t think that an 
agency is going to overrule itself so frequently. We think that they 
will find their arguments sufficient justification to continue what 
they’ve already decided to do. So we think that unless these deci- 
sions are mauntained at a central point, that will be lost. We think 
that that should be a legal requirement, the law should force it to 
be housed at a higher level outside the agency deciding official. 

Mr. Mica. Thank you for your comments, Mr. Gilmer. 

Mr. Moyer, you have also prepared a good, concise statement 
with some of your recommendations from the Federal Managers 
Association. A couple of things I might have some heartburn with: 
One at the top of the list is: waive the 2-percent penalty on a retir- 
ee’s annuity for every year less than age 55. 

Now, that sounds good and I think Mr. Bass asked you about 
how you’re going to fund some of these goodies. 'That appears to be 
headed in the wrong fiscal direction and would have tremendous 
impact, particularly on our retirement funds and programs. 

What’s your justification for that? 

Mr. Moyer. Our justification for that lies in the very widespread 
belief by a significant part of the work force that the 2-percent pen- 
alty is the greatest barrier to attrition, and that if it were even al- 
leviated, if not removed, that it would cause a considerable number 
of employees to leave Grovemment who are near to the retirement 
age but are not yet satisfying its requirements. 



326 


We’ve suggested that removal of the penalty in such a way that 
certainly efforts that would get approximately that would still be, 
we think, desirable. In other words, an amelioration to a 1-percent 
level, or so many years within the age of 55 without suffering the 
penalty, or to permit an employee to use buyout funds to offset the 
amount of the penalty. 

The bottom line, Mr. Chairman, is that greater focus upon the 
barrier that is established by that 2 percent penalty, we believe, 
would provide a significant contribution to a proactive attrition pol- 
icy that avoids reductions in force. 

Mr. Mica. Thank you. 

One of the other major questions we’re going to have to address 
is that any civil service reform we undertake in a sticky area is 
going to be labor-management partnerships and relationships, and 
I’m wondering how we can strike a balance so that we include 
labor and employee participation in the process and yet allow man- 
agement to have a real say in managing and administering the 
sometimes huge undertakings of the Federal Government. 

How do you propose we strike that balance? 

Mr. Moyer. Well, we appreciate your desire to move in that di- 
rection and to strike that balance. We believe that the experi- 
mental effort ongoing through the Executive order with regard to 
partnership is a good start, but that it should not be codified at 
this point in time. Too insufficient a body of experience resides to 
immediately establish in law the framework established by the Ex- 
ecutive order. 

We would tend to prefer, Mr. Chairman, that additional time be 
provided to experiment, either in stand-alone initiatives or within 
the context of demonstration projects, some of these underlying 
concepts embodied within the Executive Order 12871, and to re- 
frain at this point in time in the context of civil service reform from 
expanding the scope of bargaining. 

Mr. Mica. One of the other problem areas — and we will get into 
this with our hearings tomorrow and as we continue this series — 
deals with poor performers, and one of our concerns is with this 
seemingly endless appeals process. What do either of you think 
about a one-stop appeal allowing Federal employees to seek redress 
of grievances through other methods available through the courts 
or whatever — ^but a one-stop Federal process where you know what 
the decision is, you get your shot at it and you’re history, so to 
speak? 

Mr. Moyer first, emd I’ll also ask you, Mr. Gilmer. 

Mr. Moyer. We agree that the multiplicity-of-forums problem is 
an appreciable one, that there is good reason to streamline the 
process to provide a much more expeditious process that provides, 
guarantees due process, but without multiple bites of the apple. 

The crafting of the Civil Service Reform Act was achieved, par- 
ticularly when it came to mixed cases, in the 11th hour of that leg- 
islation, and it was more a political compromise than a demonstra- 
tion of rational public administration. We have paid the price ever 
since that time. 

I think we ought to recognize at the same time, though, that the 
multiplicity-of-forums and dispute-resolution problem is but one as- 
pect of the greater problem before us in dealing with performance 
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and that we will not cure all of the ills by only dealing with a 
streamlined dispute resolution process. 

Mr. Mica. Mr. Gilmer. 

Mr. Gilmer. Mr. Mica, our organizations represent not only the 
average, everyday worker, but the managers and supervisors as 
well; and I suspect that our — ^that the Disabled American Veterans’ 
experience in this area is not dissimilar to the other organizational 
experiences, which is, we find that not only do managers blanch 
under some of these processes but that a lot of the average workers 
do, too. 

They don’t know necessarily where to go. They often feel they 
have to obtain legal counsel early in the process. These things 
sometimes drag out for years, euid they are not sure that they are 
going to get good answers. I think managers feel virtually the same 
way. 

I’m not prepared to make recommendations as to what could be 
done about that, but I think there is an expression of need to look 
at what can be done so that people feel better about the processes 
they are using. 

Mr. Mica. We appreciate your comments on that. Really, you’re 
sort of the kickoff for tomorrow’s hearing, which will be held in this 
same room at 9 a.m., on performance and accountability. This has 
been one of my major themes and concerns that we examine as we 
look at civil service reform. 

Mr. Moran, did you have any additional questions? 

Mr. Moran. No. I think that’s sufficient. 

Mr. Mica. Mr. Bass. 

Mr. Bass. No questions, Mr. Chairman. 

Mr. Mica. We thank you all for giving us this second opportunity 
to hear from you and also question you. We appreciate your com- 
ments. We look forward to working with you as we move through 
this important task in civil service reform, and if there’s no other 
business before the subcommittee, we’ll stand adjourned. 

[Whereupon, at 11:23 a.m., the subcommittee was adjourned.] 

[Note. — ^The following reports; “Performance Report, Natural Re- 
sources and Environment Policy and Program Area, 1981-1988,” 
“A National Program for Soil and Water Conservation: The 1988- 
97 Update,” and, “A Recommended Renewable Resources Program: 
1985-2030, 1985 Update,” can be found in subcommittee files.] 

[Additional information submitted for the hearing record follows:] 
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William A Njskanes 
ChamnatJ 

John L. Mica 
Chairman 

Civil Service Subcommittee 
House of Representatives 

Committee on Government Reform and Oversight 
2157 Rayburn House Office Building 
Washington, DC 20515-6143 

Dear Representative Mica: 

I am honored to respond to the questions raised by your 
letter of 3 November: 

1. Both federal agencies and private firms should 
be allowed to compete for most services financed by the 
federal government. To be most effective, this 
competition must be in both directions. More services 
should be opened to bid by private firms. 7U\d federal 
agencies should be encouraged to demonstrate that they 
can be a more efficient supplier than private firms now 
operating under federal contract. 

2. and 3 . As I testified on 13 October, discretion 
and accountability must be paired . There is no need 
for Congress to initiate an increase in discretion; 
current law permits substantial flexibility, at least 
on a test basis. If an administration (of either 
party) asks Congress for legislation to increase 
managerial discretion, Congress should then demand some 
new process or criteria to increase accountability as 
the price of authorizing increased discretion. 

The Civil Service Reform Act of 1978 has not worked as well 
as expected, in part because Congress reneged on the deal. The 
SES was promised the opportunity foi a substantial bonus in 
exchange for giving up job security, but Congress later put a cap 
on the sum of an individual's salary plus bonus. 

The most promising accountability process is the new 
contract system in New Zealand. I strongly urge your committee 
to initiate a study and later hearings on the experience with 
this system. 

4. and 5. I do not know how the Justice Department 
plans to administer this policy. The approach is most 
likely to be similar to that established by the Civil 
Rights Act of 1991; A complainant would have to prove 
only that workplace discipline has a "disparate impact” 
on a group of which the complainant is a member, at 
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which time the burden shifts to the supervisor to prove that 
the action is consistent with good management. Such a 
policy does not directly require quotas in either private 
firms or the government, but quotas are a likely result of 
managers trying to avoid a public defense of every personnel 
decision. 

6. A policy of "aggressive nondiscrimination” (my 
term) involves the following steps: 

• Opening the applicaint pool, 

• Evaluating all applicants by the same standards, 

• Making sure the standards are those most consistent 

with job perfoxmance . 

This has been the effective policy by which the military and 
professional sports have both inproved performance and nearly 
eliminated racial discrimination. The personnel policies 
affecting women in the military, unfortunately, are not 
consistent with the second step. And some of the most offensive 
new personnel policies are not consistent with the first step. 
Personnel policies that reflect either discrimination or 
preferences based on other than e}q}ected job performance are not 
consistent with a merit system. 

7. I would have no reservation about basing the 
cost of living adjustment on the CPI minus the best 
estimate of the bias of that index (a bias, according 
to the Boskin report, that is probably about one 
percent a year.) 

8. The most important response to the $1.6 trillion of 
liability for federal pension programs is to make sure this 
liability does not increase relative to the size of the 
economy. For new employees, this should probably involve 
some combination of the following actions: 

• Shift to a defined contribution pension. 

• Increase the period of service for full benefits. 

• Defer any payment of benefits to age 65. 

• Tighten the standards for disability retirement. 

My best wishes as you deliberate on legislation to reform 
the federal civil service. 


S.ipcerely 



k 
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William A. Niskanen 


WAN:ptf 
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SYRACUSE UNIVERSITY 


Maxwell School of Cmizenship and PuBcrc Affairs 
Center for Advanced Public Management 


November 27, 1995 


Rep. John Mica, Chairman 
Civil Service Subcommittee 
6-371C Rayburn House Office Building 
Washington, DC 2051S«143 


Dear Congressman Mica: 

I want to thank you for inviting me to testify on the subject of civil service reforni before 
your Civil Senrice Subcommittee several weeks ago. You are to be commended for holding 
hearings on what many consider an arcane and uninteresting topic. As a general matter, civil 
service law may not be very stinulating - it k certainly not a 1 ) 68(1106 grabber” outside cf the 
Washfigton area - but reforming our present system may be the key to preparing the Federal 
government for the challenges of 21 st Century. 

To that end, I have attached detailed responses to the several follow-up questions you 
have posed regarding my testimony. In each swih response, I have inciuded specific legislative 
recommendations. In most cases, these recommendations (lo not involve extensive changes to 
existing law; rattier, they are intended to serve as short-term catalysts for long-term, systemic 
change. In other words, they are designed to s^ h motion a process that I believe will eventually 
lead to the sort of results-based civil service system we need. Please note that the opiiions 
expressed in the attached responses ate my own; they do not represent the position of Syracuse 
University or the Department of Defense. 

Again, I appreciate the chance to corttribute to your efforts to date in ttiis important area 
and would welcome the opportunity to work with you and your Subcommittee in the future. 



Director 


Greenberg House. 2301 Calvert St. NW | Washington. D.C. 20008-2644 | 202-986-6133 | FAX 202-986-1 134 
Internet: MaxCtrlAjbMgt@DELPHI.COM 
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U.S. Houm oI ReprasentativM 
CommIttM on Gkwamment Rafonn and OvaraigM 
Civil Sarvica Subcommittaa 

AddKionBl Queationa 

Queationa 1 and 3: How would the transition from a mles-based to a results-based civil service 
system be managed? What kind oi transition period would be required? Where would the Federal 
government start? 

Response: The Federal government has employed a mles-based civil service system for over 
one hundred years, and it will take time to change this 'culture of compliance' across the whole of 
government. Organizational change experts estimate that it normally takes live to seven years for 
this process to play out organization by organization, but the framework for that process already 
exists in the Government Performance and Results Act (GPRA). By amending the Act to expr^sly 
link hunan resource management (HRM) flexirility with bottom line performance, that framework 
can be employed to accelerate the transition to a more results-oriented civil service system. 

a. Offer Organizational Fraadom as the incentiva. Bureaucracies cannot be ordered 
to become more resutts-oriented; their leaders and members must want to be, and this requires an 
incentive. Perhaps the most powerful is the promise of greater organizational freedom, especially 
in managing the organization's human resources. The linkage is straighlfotward: those 
organizations that demonstrate that they are ready, willing, and able to manage by results - as 
evidenced by an adequate GPRA strategic plan that ndudes outcome-based performance 
measures arid accompanying performance measurement and management systems - ate given 
relief from the personnel ntles which may otherwise constrain ihem in that re(^ (those ttiat ate 
not ready maintain the rule-based status quo). In theory, greater HRM ilextility will contrfcute to 
better petfonnance and provide an edge in competing for resources and workload, within an 
agency and/or with the private sector. And as an ircentive - something an agency must earn, 
rather than something that it merely acquires - it can serve as the catalyst for the kind of massive 
organizational change required to truly transfonn government. 

b. Employ a ‘‘Laadar-Foliower'lmplematitation Strategy. That catalyst can be 
maximized via h a two-phased Teader-foilowet' transition strategy, beginning with GPRA pilot 
projects. These pilots were specifically designed to pioneer performance-based govemm^ and 
the Act expressly provides them with some human resource management flexbility, primarily with 
respect to comperisation. In this regard, GPRA should be amended to provide even more 
discretion to pilot sites - for example, authority to design organIzatiotvspeciRc job classification 
and paybanding schemes, examining and appoiitment mechanisms, performance appraisal 
systems, and even reduction-rn-fotce procedures - thus offering even greater incentive (to them 
and to others) to move rapidly to a more bottom line otierHation. As GPRA becomes generaly 
applicable across govenrment, a different incentive structure needs to be established for follower” 
organizations. In this second phase, greater HRM discretion would be conditioned upon 
petfonnance: those organizations thd consistently meet or exceed ttieir GPRA performance 
measures would be licensed” to develop their own HRM system. 
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c. Incantivize ColiMtiv* Bargaining. This tfansition strategy can aiso deal effectively 
with the question at colective baigaiiing by making resuKs-based HRM flenbilities a *penTiissive' 
subject of bargaining; that is, negotiable at an agency’s -aod a union's -discretion. Thereis 
precedent for such an arrangement. This is precisely the way that colleclive bargaining obligations 
have been resolved h CSRA personnel demonstration projects involving unionized employees, 
such as PACER Share at McClellan AFB. It works because it offers both sides an incentive to 
reach agreement on HRM flexbilities. Presumabiy, both would want the competitive edge (and 
greater security) that such ftexfeilities would provide their organization. For its part, the agency 
wouid have to weigh its desire for those flexibilities against the need to involve its union in crafting 
them; at the same time, the union would have to balance its desire for greater involvement (and a 
better perfonning organization) against its traditional antipathy towards more management 
discretion. However, if either party's demands become excessive in that regard, the other party 
could simply withdraw, and both sides would revert to the status quo. Clearly, this approach 
works best where labor and management have a consbuctive relationship, and it gives other 
organizations an incentive to follow suit - yet another dvnension of the 'leader-follower' strategy 
descrt>ed above. 

d. Establish a Management Framework for Transition. This transition strategy must 
be managed; no matter how effective or powerful the incentives, it won’t just happen (nor will it 
happen exactly as predicted). To the extent that GPRA serves as a vehicle for the transition, 0MB 
should generally be responsible for the execution of an overall transition strategy; as a matter of 
course, it is in a position to judge whether an agency’s performance measures are being met, and 
thus whether that agency warrants an initial (or continued) grant of HRM flexibility. Congress and 
0PM would have a substantive civil service policy rote as weH; together, they would establish the 
broad statutory framework for Federal human resource management - the guiding principles, core 
values, and where appropriate, the detailed rules - ffrat would bound an agency in the exercise of 
its HRM authority, ftereover, along with 0MB, they would determine whether an agency has 
conformed to that framework, and hence whether its HRM fiexibility is renewed or revoked. 

a. Use Competition to Sustain the Strategy. The basic premise of this transition 
strategy is simple; it assumes that organizations will want greater freedom to manage their human 
resources, and that that desire will drive them to develop and achieve bottom-Hne performance 
measures (and supporting HRM policies and systems) as the quid pro quo for that freedom. 
However, incentives and measures may not be enou^ to roust some Federal agencies from the 
comfort erf rules and compliance. In this regard, competition - for funding, workload, jobs, even 
continued existence - must become part of this new culture as weN, with 0MB and ttie Congress 
rewarding those Federal organizations that perform best with additional resources, rasponsbility, 
or discretion. And this competition should tre encouraged between government and private 
enterprise as well, with Congress giving Federal organizations engaged in such competition (for 
example, those being considered for privatization) the same human resource management 
flexfeilities as GPRA pilots, this to ‘level the playing fiekf for them. 
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Civil ServiM SubcommittM Questioiu (continued) 

Question 2: What safeguards for employees would you incorporate into such a system? For 
example, arbitration instead oi an appWds system? 

Response: Our cunent civil service system provides a number of safeguards, both substantive 
and procedural, against management abuse: prohbited personnel practices, anti-discrimination 
niles, adverse action criteria (such as the ‘efficiency of the service’ standard), and various due 
process requirements. I believe that these safeguards are both necessary atvf sufficient, and as a 
general matter, I would not propose to disturb them (however, see Question 5 below, as they apply 
to poor perfonners). 

However, the complaint, appeal, and grievance systems established to interpret and enforce those 
protections have become so legalistic, protracted, and complex that their customers (employees 
and managers) no longer understand them - and as a consequence, they no longer serve as an 
adequate enforcement mechanism. Today, each of these types of dispute has its own 
adjudicatory agency (and specialized staff), its own resolution procedure, its own body of case law, 
and even its own constituency. However, a set of common le^ principles ground these separate 
areas of employment law, and they could be administered by a single generalist appellate body - 
after all, that is precisely what the Federal courts do when one of these cases is appealed to them. 

These separate systems need to be - and can be - consolidated, drastically simplified, and 
privatized to the extent possiile. The Congress considered similar action this year, with the House 
ordering the consolidation of MSPB and the Federal Labor Relations Authority. I recommend a 
three-tiered ‘one stop’ system, with (1) iifonnal arbitration employed at the iiitial ‘triaT stage (at 
least for organized employees), (2) a single appellate body to decide administrative appeals and 
adjudicate cases of non-union employees, and (3) judicial review by the Federal Circuit. 

a. “Prhratlza'' Dispute Resolution for Organized Employeas. For unionized 
employees in the private sector, arbitration has proved to be a timely, user-friendy, and eifective 
dispute resolution system - in effect, an nformai ‘small claims courf for employinent disputes - 
and it should serve as the foundation for a one-stop complaint and appeal system for organized 
Federal employees as well. Those Federal employees already have access to arbitration under 
the provisions of 5 USC chapter 71 , but as one of several altemattve dispute resolution forums that 
include the Merit Systems Protection Board (MSPB) and the Equal Employment Opportunity 
Commission (EEOC). Its effectiveness - and that of the rest of the sy^em - is diluted as a result. 

1. Use Arbitration. In this regard, arbitration should be the exclusive means oi 
redress for Federal bargaining unit employees at the initial ‘triaT or heating stage. As a practical 
matter, this would privatize cfspute resolution for the majority of Federal workers (an atbilraior is 
nothing nK>re than a private contractor engaged by labor and management to resolve a dispute), 
without giving up any oi the protections they pres^ly enjoy. And because arbitration costs, while 
relatively nominal, are bom by the parties to the dispute, there are built-in incentives to resole the 
matter infotmally. 
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2. Allow Usar Fees. However, because Ihe union side of these disputes has a 
legal duty to represent non-union members of a bargaining unit in arbitration (its so-crJIed ‘duty of 
fair representation'), I would authorize them to charge a reasonable 'user's fee’ - not to exce^ 
the cost of union dues for one year - to a non-dues paying member of a barga'ning unit whose 
case goes to arbitration. Note that this one-time fee is not a form of compulsory inion membership 
and could be recoverable by the non-member employee as part of a favorable arbitration award. 

b. Establish a Single Appellate Agency. First-tier arbitration awards could be appealed 
(under limited conditions) to an administrative appeals agency, the second tier of this dispute 
resolution system. That agency would be responsbie for arfiidicating all types of Feder^ 
employment disputes - labor relations cases such as unfair labor practices and negotiability 
disputes, adverse and performance-based actions against employees, discrimination complaints 
filed by woricers against an agency. Thiswouldprovideforgreaterefficiency (and staff savings). It 
would also insure some government-wide uniformity in the interpretation and application of 
statutory employee rights and safeguards. This agency would also senre as the initial hearing 
stage for appeals and formal complaints filed by non-bargaining unit employees and managers. 
They would be required to pay an initial filing fee (just as bargaining unit members must bear some 
of the cost of arbitration), but that fee would be recoverable as part of a favorable ruling. 

c. Limit Judicial Review. Administrative decisions by the appellate agency should be 
subject to judbiai review, but only under limited circumstances, and only to the Federal Circuit 
Court of Appeals. This is consistent with a simplified, ‘one stop’ approach. Moreover, that circuit 
has develop an expertise in Federal employment law and could thus decide cases nx>re quickly: 
it would also lend greater predictability to Federal employment disputes and predude the forum 
shopping that occurs under today's s;^em. Note here that I strongly endorse the proposal made 
by Mr. John Sturdivant, President of be American Federation of (government Employees, 
concerning limited judicial review of individual perfonnancebased adion appeals; such a limitation 
would complement (and further simplify) the enforcement mechanism described above. 
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Civil Service Subcommittee Questions (continued) 

Question 4: How would your modifications of the civil seniice system incorporate veterans' 
preference? 

Response: Lke merit, veterans preference is one of our civil service system's core values, and a 
results-based approach can still accommodate procedural rules which operationalize that value - 
however, as not^ in my testimony, this would be the exception (rather than the 'rule') in such a 
system. Thus, existing veterans preference rules need not be changed at aH, if the Caress 
concludes that those rales must be retained in ttieir present form. Moreover, such rales would still 
be subject to oversight by 0PM, as well as enforcement through the administrative appeal system 
deserved above; in this regard, the need for government-wide uniformity in the interpretation and 
application of these rales may require their adjudication ab initio by the appellate agency, 
bypassing arbitration for cases involving bargaining unit employees in favor of direct app^ to an 
administrative body that can insure consistent enforcement. 

Alternatively, it is possbie to take a results-based approach to veterans' preference; that is, to 
operationalize this value without resort to complex rules and procedures. Under this altemaftve, 
preference would be treated as a bottomTins outcome measure. Agencies would simply be 
required to give such preference (in hiring, reduction-rn-force, eic.), but they would be left to 
determine the means to achieve that end. 

a. For example, the much simplified approach perfected by the Depailment of 
Agriculture, which gives absolute preference to veterans when they are competitively placed in a 
best-qualified category, has work^ wen despite the initial misgivings of veterans groups, and there 
are almost limitless variations of this theme that could meet the goal of veterans' preference 
without resort to complex, 'one size fits air rales. Agencies should be given dscretion to 
experiment with those variations, subject to public notice and consultation with veterans groups, as 
well as continuous oversight by 0PM and the Congress. 

b. However, such oversight and evaluation should be based on results, not 
compliance: for example, by comparing the number of preference-eligible applicants for a 
particular position with the number actually hired by an agency. Agencies thm dkl not meet the 
goal (or the measure) would risk losing their Tcense' and revert back to a strict rale-based 
approach. Under this scheme, agency-specific veterans' preference rales could still be enforced 
through the administrative appeal system described above, using the same direct-submission 
procedure available to managers arid non-bargaining unit employees. 
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Civil Service Subcommittee Questions (continued) 

Questions 5 and 6: VVhat modifications are needed to methods of identifying poor perfoimers? If 
for example, we move to ‘group rating systems' or team approaches* [to petfdimance 
management], would it be more difficult to identify poor perfoimers? 

Response: It is not difficult to identify poor performers, under individual or group appraisal 
systems - their supervisors invariably know who they are. The hard part is dealing with them. 
Here again, the well-iTtentioned changes made by the 1978 Reform Act have resulted in yet 
another set of rules and procedural requirements, and a supeistnicture of complex case taw, that 
inhibit and impede such action. Procedural safeguards once designed to protect against politically- 
motivated abuses have become so arcane and excessive that they raise a supervisor's iotorancs 
threshold” to the point of apathy. The whole process needs to be simpitad so that those who must 
use it - managers and employees - can un^istand I. I recommend the following: 

a. Combine Conduct and Performance-Based Adverse Actions. While civil senrice 
taw makes a distinction between conduct- and performance-based adverse actions, that distinction 
becomes problematic on the shop (or office) floor. Line managers win attest to the (ffficulty in 
separating conduct and performance probl^, and as a consequence, they dtelike separate 
procedures for the two types of action: for example, are an employee's poor work habits a 
symptom of conduct or performance problems? Does a supervisor need to wait untn those poor 
work habits result in a l^e or poor quality assignment before taking performance-based action? In 
this regard, the Congress should establish a single, simple procedure for both performance and 
conduct-based actions: notice, reply, decision, and appeal. 

b. Eliminate Statutory Standards of Evidence. In theory, the 1978 Reform Act lowered 
the evidentiary burden of proof - from 'preponderance' to ‘substanttaT - in performance-based 
actions, this to make such actions easier. However, these distinctions just make the whole 
process more mysterious, and they are lost on managers and employees. Employees should 
know that if they perform poorly, they will suffer the consequences, ^ managers should not have 
to worry about legal nuances in doing so. If arbitration is to be the adjudicatoty mechanism (see 
Question 2 above), employ the same 'just and sufficient cause’ standard that the private sector 
lives by. 


c. Expand the Range of Options Available to Supervisors. In the private sector, 
disciplinaty action is taken for both conduct and performance reasons, and civil service should be 
no different. This would expand the range of options available to managers in dealing with both 
performance (to include written warning and suspensions) and conduct (demotion), particularly 
when they are 'mixed' in the same factual clFcumstances. 1 would also permit supervisors to 
reduce the pay of a poor performer, temporarily or permanently, subject to the same due process 
and appeal provisions. By providing supervisors with a range erf actions, their tolerance threshold 
for poor performance (broadly defined) is lowered considerably: they can deal quickly with an 
employee as soon as his or her work deteriorates - and without having to wait to *m^e a Federal 
case out of it* by imposing a PIP. 
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d. UakathaknpnwenMntPtriodOptionaL The law now requires a perfomiance 
improvement period (PIP) in every perfonnance-based action. This acts as a (Merrent to dealing 
quickly with a poor perfoiTner. Make the PIP optional, perhaps only as a precursor to removal or 
demotion, or as a substitute (at the manager's discrstkin) for a progressive series of disciriinary 
actions. In this regard, an ofrtionai PIP is especialty useful In group-based performance 
management systems, as a way of singing out an individual suspected of poor performance. 
However, the PIP should be one of several actions available to a manager, rather than a condition 
precedent to such action. 
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Civil Sanies Subcommittse Questions (continued) 

Questions 7, 8, and 9: Would a more results-oriented organization respond dHlerently to changes 
in political power? What provisions should an agency make for incorporating [new] political 
leadership? Would this [resuKs-oriented] approach tend to increase the power of 4)e President to 
control Executive Branch agencies - perhaps at the expense of congressional authority? 

Response: A performance-based approach to government should not affect the balance of 
power between Executive and Legislative Branches (or for that matter, between an Administration 
and the career civil service), although it will undoubt^ly employ different metrics to gauge that 
balance. Indeed, if anything, such an approach should result in a Federal bureaucracy that is 
much more responsive to a new Administration and the Congress, especially when it comes to 
establishing the outcomes and performance measures that mobilize and motivate that 
bureaucracy. 

& Organizations Respond to Results. Today, when a new Administration takes power, 
it is left with its predecessor's biKfget and program priorities, and it may take a year or two before it 
can set the ‘ship of state' on a new course with a its own agenda. In the meantime, it is often 
*business as usuaf for the dvil service. In part, this is because budget is an input measure, with a 
built-in implementation lag as a result of the budget process itself. A performance-based approach 
such as envisioned by GPRA would allow an Administration to begin almost immediately to set its 
course in a planned, disciplined way. In this regard, a new Adnrinistration's appointees would be 
able to review, reorder, and revise an agency's performance measures, and a resuRs-based 
human resource management system would insure a career staff that responds more quickly to 
those changes. 

b. But Within a Statutory Framework. However, as a practical matter, most of the 
changes brought about by a new Administration take place at the programmatic margin for most 
agencies - a new appointee may revise or reorder an agency’s operational priorities, and an 
agency's career staff should be responsive to those changes. But at the end of the day, the law is 
still the law, and absent action by the Congress, the statutory mission of a particular agency cannot 
be radkally changed. Thus, while an Adninistration’s focus on performance measures and 
outcomes can make the bureaucracy more responsive, enabling statutes act as an outer limit in its 
exercise of that prerogative, thus preserving the delicate balance between legislative control and 
administrative dscretion. Note here that this becomes somewhat more problematic with 'pure” 
poficy organizations, where perfonnance measures become much more subjective (and political). 
But this may be precisely where a new Administration should have greater leeway to bend and 
shape the permanent bureaucracy. 


c. Subject to Resulte-Based Oversight. While a resuRs-based system would not 
necessarily change the balance of power between Congress and the Executive Branch, R would 
dearly require a dfferent fomi of congressional oversight, one that focuses on outcome and output 
measures, rather than just Fiscal inputs and process measures. In this regard. Congress oouM 
participate in the establishment and evaluation of agency mission statemerrts, strategic and 
opera^ plans, and most importantly, performance measures and priorities, serving like a board 
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of directors would in a private corporation. And it could perfonn these functions as part of Xs 
normal authorization/appropriation process. Thus, a results-based system would not necessarily 
increase the power of the Executive branch at Cot>gress' expense. There is nothing to prevent 
Congress from exercising the same oversij^ that X does now, but with an emphasis on the bottom 
line. Indeed, that oversid^ may be even more meaniii^ul and effective -and hence, more 
powerful. 
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Senior Executives Association 

P.O. BOX 7810 • BEN FRANKLIN STATION 
WASHINOION. D.C. 20044 
202-927-7000 


Novaabar 17, 1995 


Tha Honorabla John L. Mica 
Chaimn 

Civil Sarvioa Subconittaa 
Coaaittaa on Govarnaant Rafora 
and Ovaraight 
Rooa 2157 

Rayburn Housa Offica Building 
Naahington, O.C. 20515-6143 

Rai lifMaitR tff mpiwtirr froa Oetobar 13. 

1191 Biiboaaaittaa Haarlaa on civil Barvioa Rafora 

Oaar Nr. Chairaan: 

Ma aK>raclata tha OH>ortunlty to raapond to tha Subcoaaittaa'a 
quaationa. Our raaponaaa corraapond to tha guaationa, and ara 
nuabarad tha aaaa aa tha quaationa. 

1. you taati/iad that poor-parforaing aaployaas tand to protact 
thaaaaJvaa by tiling nuaaroua (and occmmionally falsa) 
allagations against tbair suparvisors. 

Wbmt avidanca do you hava to support this chargra? 

Hava any of tha agancias davalopad reports ot such abusas ot 
tbair procassas? 

If yas, plaasa supply information for our racords. 

nia avidanca va hava to aupport the charge that eaployeaa 
protact thaaaalvaa by filing nuaaroua and occaaionally falsa 
allegations against tbair suparvisors is the infomal survey we did 
of our aoabara and their responses of October, 1995. Therein, in 
response to tha question: "Do you believe tha coaplaint systeas are 
abused in order to intiaidate a aanager or agency aanageaent froa 
taking action against poor parforaars?, ■ 91% of the respondents 
answered: "Yea." In addition, 92% of those responding to this 
question indicated that it was a "coaaon" occurranca. 

Further, in tha GAO report issued in October 1990 on 
perforaanca aanageaent dealing with tha issue "How wall la the 
govemaant dealing with poor parforaers?" one of the prlaary 
reasons that supervisors identified for not wanting to go through 
tha appeal and arbitration process is that "tha 



341 


Th« Honorabl* John L. Mica 
Chairman 

Movaabar 17, 1995 
Paga 2 

griavanca/an^al/arbitration procass oftan aaauaas tha suparviaor 
to ba 'guilty' and tha problaa aaployaa 'innocant.'" (Saa p. 37 of 
Raport) . 

In addition, 16% of tha auparviaora aurvayad by tha Marit 
Systaaa Protaction Board parcaivad a lack of adaquata managamant 
BUj^ort for taking parformanca actions. Much of this lack of 
support is bacausa uppar-laval aanagamant doas not wish to daal 
with ttM rasults of tha plathora of attacks that ara diractad at 
tha auparviaora and uppar-laval managars whan action is attaaptad. 
Ha nota with soaa disaay, howavar, that no diract guastion 
concarning aaployaas' countar-attacks against suparvisors was askad 
by tha MSPB in its raport. Basad on our axparianca and thosa of 
our Msbarship, wa baliava this was a najor omission. 

Ha do not know of any agancias which hava davelopad raports of 
such abusaa of thair procassaa. Howavar, at annual Padaral Dispute 
Resolution confarancas, wa hava heard fron panels of agency heads 
from tha various adjudicatory agancias (including MSPB, FLRA, 0PM, 
and KBOC) that they recognise that "frequent filers" ara a problem. 
In fact, tha term "frequent filar" was coined at such a confaranca 
by one of tha agency heads. 

2. Hhat are your rmcommundationm tor maasuras to guard againmt 
tiling ot falsa or malicious charges? 

Soma of our racommandationa ara contained in our testimony at 
tha 8iax»immittaa'a subsaquant October 26, 1995 hearing. Ha 

recommended that a system ba established which would allow agencies 
to summarily dismiss frivolous complaints. Ha think that a joint 
labor-managament committae should ba established which would review 
complaints initially and throw out, for example, those that are not 
supported by soma evidence beyond a facie showing. In 

addition, wa propose that agencies ba authorized and encouraged to 
initiate disciplinary actions against amployaas who file false, 
malicious or frivolous complaints. At present, tha system treats 
all complaints equally, operating on the theory that when one seas 
a haystack many complaints from one individual) , if ona digs 

deep enough there might be a needle in that haystack. He do not 
believe that theory and practice in tha federal employea's appeals 
process should ba that the more you file, the more chance you have 
of ona of your complaints being taken seriously, thus "hitting the 
lottery . " 

3. Do you hava any data indicating the numbers of SES employees 
who have bean removed for poor partormanca since the corpa was 
aatabliahad in 1979? 

Ha do not hava data indicating tha number of SES employees who 
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nay hava baan raaovad for poor parforaanca in tha laat 16 years. 
If such data exist, wa bellava that OPN would be its repository. 
However, wa aust point out that there is no effactiva independent 
a|q>aal system for SBS aaployaas who ara removed for poor 
parforaanca. Tha only way they can appeal outside tha agency is to 
file an appeal with the NSPH seeking an advisory decision by an 
Administrative Law Judge. Such findings ara routinely ignored, 
and, tbarefere, it is not worth the effort or cost to appeal. 
Consequently, performance removals are seldom, if ever, appealed. 

Since most SKS employees have sufficient years of service to 
qualify for discontinued service retirement, this is often an 
option they choose if their supervisor tells than that they are 
going to receive an unsatisfactory parforaanca rating. The 
agencies routinely assist tha employees in their early or optional 
retirement. Therefore, even if statistics exist, they would not 
accurately reflect tha number of SBS employees who have actually 
loft government or the Senior Executives Service because of 
unsatisfactory performance. 

4. What actual risks are SXS employees exposed to that differ In 

any significant manner from subordinate, non-SSS employees? 

SBS employees are exposed to a number of risks not applicable 
to lower level employees. 

First, they do not have appeal rights for unsatisfactory 
parforamnoa removals, and thus can be summarily removed without 
review from outside their agency. He know such removals occur, 
whether they are included in available statistics or not. 

Second, they ara held to. a different standard in conduct cases 
by tha Merit Systems Protection Board, and routinely receive 
harsher penalties for minor transgressions than lower-level 
employees from their agencies. These penalties ara routinely 
sustained by tha H8PB. Numerous NSPB cases state that SBS 
a^loyees can be held to a higher standard than lower-level 
employees for any misconduct, no matter how minor. 

Third, SBS e^ployeas can and are involuntarily reassigned at 
a much higher rata than other employees. Often these raassignments 
are between geographic areas and impose subatantial hardships. 
While statistics ara probably not available to support this, when 
such reassignments are punitive, most SESers voluntarily retira 
rather than accept reassignment, or they work out agreements with 
their agencies to fall back to a GS-15 position. This is a 
separate issue from the question of nobility in tha SBS because the 
mobility program should be voluntary, and these are generally 
Involuntary actions which ara punitive in nature. 



343 


Iba BanoraJal* John L. Mica 
Ctelnan 

Movoabor 17, l»fS 
Pago 4 

Fourth, utaon now polltioal appointoos and aiqMriors arrive in 
an ogoney, they routinely reaeaign SIS eaployeee to positions which 
have no suhstenoa in order to get then out of positions to which 
ths political s«qperior wishes to assign soaeone else. Prior to the 
esteblishaant of the US, there wore five grade levels of positions 
covered hy what is now the BBS (i^A.., CS-16, 17, and 18 positions 
and Ixecutive Levels S and 4) . The range of duties, 
responsibilities and authorities of those positions obviously 
varied greatly fron the GS-16 to the Ixecutive Level 4. SBSers can 
new be involuntarily noved fron a senior level posltlmi at the 
highest range of the SIS to one at the lowest range of the SIS with 
no ability to dtallange the nova. This is not an action to vdtlch 
any other Ixecutive Branch amtloyaa is subjected. 

Fifth, SIB enployees are subject to having their pay rate 
red u ced one level aadi year for poor parforaance or relatively 
ninor nisemtduct. The statute allows the agencies to affect such 
reductions without any cause upon IS days notice, but OFH 
regulations raguire that such reductions be based on poor 
perfomanee, nlsconduct, or failure to be recertified. However, it 
does net have to be unsatisfactory perfomanee, nor does it have to 
be nlsconduct which would justify an adverse action. Nhlla not 
frequently used, it has bean used on occasion by agencies. 

Bixth, in IZF situations SIS enployees have neither the 
protection of veterans preference nor the protection of longevity 
of service. Their standing in a RIF must be prinarlly based upon 
perfomanee. Mo other employees in the Executive Branch are 
subjected to the sane standard. 

Seventh, SIS enployees in nany instances work directly for 
political supervisors, which, on average, turn over every 18 nontha 
in the Executive Branch. They are constantly exposed to the 
necessity of convincing the new supervisor that they are proficient 
in their duties and are supportive of the philosophy of the new 
political supervisor, irttether or not that individual is experienced 
in the area of his/her appointnent. This rsqulrenent places 
substantial stress on BIS enployees in such positions. 

Eighth, ths pay of SIS enployees is routinely frosen along 
with that of political appointees and nanbers of Congress, and SIS 
e^loyees are often denied pay increases that other Ixecutive 
Branch enployees receive. In addition, in order to "set an 
exanple" (as can be seen in the FY 96 and FY 97 budgets) , 
Adninistrations routinely do not subnlt as part of their budget pay 
increases for SIS enployees. Locality pay for SIS enployees is 
totally at the discretion of the President, in contrast to other 
Ixecutive Branch am>loyees, and can be granted or denied at the 
President's discretion. 
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Ninth, most SIS anployaas ara raaponaibla for tha work of 
largo work units of aivloyaos. For axaapla, tha Doputy 
Connissionar of IRS is rasponsibla for tha work of ovar 135,000 
oapl^aas, whila a Rogional Conaissionar in IRS nay wall ba 
ra sp o n sibla for tha parfomanca of 15,000 anployaas. Host othar 
Ixaoutiva Branch anployaas ara naraly rasponsibla for thair own 
work, or that of a SMll unit. So, although tha rawards for 
aaeonplinhnonts by thoaa anployaas nanagad can ba substantial for 
SIS anployaas, tha risk of nistakaa by thosa anployaas is of tan 
placad upon tha haad of tha SIS anployaa in charga. Racant 
axanplas includa SIS anployaas in tha Buraau of Alcohol, Tobacco 
and Firaams and in tha Dapartnant of Justice who ara under 
investigation or ware ranovad bacausa of actions of thair 
subordinates. Tha principle that "sonsona's haad nust fall" is a 
risk that nany SIS anployaas run, in contrast to othar Executive 
Branch anployaas. 

Tenth, SIS anployaas ara subject to a racartification process 
every three years wharain thair parfomanca is judged against a 
standard of axcallanca axcaading satisfactory job parfomanca. If 
that standard is not not, thay ara subject to ranoval, downgrade in 
pay and rank, or a conditional period to naka good. Mo othar 
federal anployaas ara subject to such a systan. 

Hhila upon raflaction othar risks could ba identified, tha 
above are a raprasantative sa^fila of tha risks SES anployaas run 
not incurred by othar Executive Branch anployaas. 

5. Now would you differentiate tha proposed Oversight Board from 

tha Iracutiva Resources Boards that currently operate in largo 

agencies? 

Tha Executive Resources Boards (ERB) established in each 
agency ara required by statute to parfom just two functions - to 
conduct tha narit staffing process for career appointnants in the 
SES and to angaga in overall planning and nanaganant of executive 
davalopnant prograns for SES incunbants, candidates and nanagars. 
While agency haads nay delegate additional functions and 
authorities, thay are not required to do so, and few have delegated 
tha full range of possible functions relatad to the axacutlve 
corps, including position nanaganant, staffing nanaganant, 
conpansatlon nanaganant, parfomanca aanaganent, and personnel 
progran evaluation. Indeed, nany, if not nost. Executive Resources 
Boards have failed nlsarably in carrying out the statutorily 
nandatad functions. 

They ara generally chaired by the Deputy Secretary or deputy 
agency haad who rarely has tha tine or interest to devote to tha 
purposes of tha ERB: Boards rarely, if ever, neat; the assignnents 
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and roaasiqpinonts ara tboaa which ara initiated by the political 
laadorahip, often without regard to the oaraer davalo p aa n t of the 
individual SIS aaployaa; little, if any, oaraar davalopaiBnt or 
training aotlvitiaa taka plaoo} and few, if any, aaaignnanta ara 
nada in order to advance career daval^paiant of anployaaa. The 
daciaiona are rubbar-ataapad by the career and non-caraar anployaaa 
on tho Snaotttiva Raaouroaa Board who aign-off on paper aotiona 
which ara circulated to than. Nhile thla nay aarva the purpoaaa of 
the political laadorahip and agency, it doaa not neat the intent of 
tho law, which in to aatabllah and inplaaMnt career davalo p na n t 
prograna for nanagora and axacutlvaa ao that a highly qualified 
cadre of o ar a ar SIS anployaaa ia available to anaura ttia officiant 
and affactlvo oporatlona of govamnant. 

By cantraat, the Ovarai^t Board would have full 
raa p onaibility for active ovaraight of agency nanaganant of the 
corpa and for both currant and future davalopoMnt of the oorpa aa 
a govamnant wide raaourca. OM ovaraight of agency SIS ayatana, 
in particular, haa bean virtually Inviaibla with few pcoblana 
identified, nuat laaa corroctad. 

nanaganant of the oorpa haa a govamnant-wida raaourca in 
aapacially inportant and, ainllarly, haa bean woefully naglaetad in 
a Banner unheard of in i^ivate induatry. Such a Board role would 
aneonpaas collecting axacutiva paraonnel data on a tinaly baaia to 
identify future naada, ancouraglng auccaaaion planning, developing 
aiqtropriata franaworka for advancanant in rank, and pronoting 
continuing profeaaional davalqpnant, including intar-agancy 
nobility. Iha latter, in particular, cannot be aoocnpliahad 
affectively by individual aganciaa acting alona. 

Aa euch, the Ovaraight Board would not aupplant agoncy IRBa. 
SBA alao propoaoa, however, the creation of the poet of SIS 
Director Canaral in each najor agency to anaura that 1) the ma 
actually operate aa anviaionad by atatuta and ragulatien, 2) tha 
Parfmrnanoa laviaw Boarda function properly (a.g., avaluatiana ara 
tinaly and accurata, and non-parforaing axacutivaa ara ranovad) , 3) 
anacutivaa have and fulfill career davalo p na n t plana, and 4) a 
truly affactiva candidate daval^nMnt progran ia in place and 
currant axacutivaa receive continuing profeaaional education. 
Sinoa there would be aona overlap of functiona with tha IRBa, we 
rapnwnd that tho Director Ganaral chair tha IRB. 

6. Wouldn't auch a Board intor/ara with the nanaganant rights of 

agency heads that you identified as inportant whan you 

testified against codification of tha partnership councils? 

Me do not baliova ao. under our propoaal, the agency head 
would continue to have tha final daclaion-aaking authority, but 
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wawld not hava to ba Involvad In or ovarsaa tha astabllahaant and 
Inplaaantation of caroar daval^lMMnt prograas. Thay would rocalva 
rar riaaanilaf i nna froa tha Ovaralght Board, but obvloualy would not 
bo raquirad to iaplaaant thaa. Tha Ovarslght Board howavor would 
provida for an ovarall govamaant-wlda atratagy on caraor 
davalopaant, and could aubotantially laprova nobility aaaignaanta 
botwaan tha aganciaa of outstanding axacutivas. 

Furthar, wa do not baliava that tha SES Diroctor Ganaral 
pooition in oach agancy would intorfora with tha aanagaaant rights 
of agancy haads ainca that position would report to the head of the 
agancy or his or her dasignaa. 

7. Wouldn't tha creation of separata review hoards for political 

and career erecutivea eracerhate tensions within an agency? 

Ha baliava it would lassan tha tensions batwaan career and 
political axacutivas. Currently, political axacutivas are not 
allgibla for bonuses. Thera also is no requlraaant that political 
axacutivas racelva parforaanca appraisals, and in aany aganclas, 
thay do net. Caraar axacutivas do racaiva parforaanca appraisals 
and nnapats for bonuses froa tha caraar bonus pool. When career 
axacutivas racaiva bonuses and thalr supervisory non-caraar 
axacutivas do not, there can develop a substantial aaount of 
aniaosity and jealousy batwaan the two. This has caused 
difficulties in several agencies. 

In addition, aany political axacutivas seek to use their 
influence to secure their own caroar appolntaant to positions for 
which caraar aaployaaa are batter qualified. Hhile this is 
understandable cloeer to the and of each Presidential tarn, it is 
a aattar of grave concern to career executives and aanagers who are 
not given the opportunity to conpato for those positions. 

Tha ostabllahaant of a Political Executive Service would allow 
each agancy to ostabllsh a bonus pool for those in it, and 
unilaterally aaka dataralnatlons for bonuses for tha incuabants. 
The Caraar Executive Service by contrast would have its own bonus 
pool in which they would coq?ete against other career executives. 
Obviously, tha cM^tition for caroar reserve SES positions would 
ba confined to tha caroar oxacutiva service, while both the 
political and caraar axacutivas could coapate for general SES 
poaitlons, but should do so on tha basis of aarit syataa 
principles. 
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8. For tbm record, hotr mmny noncaraar aracutivas arm Includmd in 
your aaaharaJiip? 

Ha da not know, ainca wa do not kaap rocords which idantlfy 
wfaattior a ■anbar la a oaraar or noncaraar nanJaar of tha SES. 
Although wa know that aoma noncaraar axacutivaa balong to tha SEA, 
wa do not know how many. 

9. riiara ia now a 10 pmrcmnt govamaant-wido cmillng on noncaraar 

amnior aracutivaa. Ja thia mxcaaaivmly raatrictiva for 

aganciaa' iaadarahip? 

Ha do not baliava tha 10% govarnnent-wida calling la 
axcaaalvaly raatrictiva at all. In fact, an Individual agancy can 
fill up to 25% of all SES poaltlona with noncaraar axacutivaa. In 
aoaa aganciaa auch aa tha Snail Buainaaa Adnlnlatratlon, thara la 
no limitation at all. Many aganciaa hava a high proportion of 
caraar raaarva poaltlona, auch aa tha law anforcaaant and tax 
collacting aganciaa. Thla allowa tha othar aganciaa to fraaly uaa 
tha 25% limitation, rathar than 10% In addition, many aganciaa 
carry an axcaaa numbar of SES authorlzad poaltlona, avan though 
thay hava no intant of filling than, ao that they can fill nora 
noncaraar poaltlona and atlll atay within thair parcantaga 
limitationa, which ara baaad on authorised, and not filled, 
poaltlona. 

10. HatJiar than matabliah a •Bmadhuntmr Group" operating through 
a revolving fund at OPH, what ara your viawa on authorising 
aganciaa to contract for axacutiva recruitment aarvicaa to 
assist in paraonnal searches, if thay thought auch 
oxpendituras necessary? 

Ha would hava no problem with agendas contracting for 
axacutiva racrultmant aarvicaa to aaalst In paraonnal searches, 
provided they vara directed to search both within and outside of 
govarnmant. Ha would suggest that OPN establish a national 
contract for auch servlcas, which would be a raquiremants contract, 
nian tha agencies could specify and pay for tha aarvicaa that thay 
wish to utilize and would know that the executive recruitment firm 
was one irtilch had bean found technically qualified by OPN before 
the contract was awarded. In addition, the firm could develop soma 
axpartisa on the govarnmant personnel and executive aystam ao that 
on aadi occasion, tha firm would not hava to "reinvent tha wheel." 
If a primary objective ware to foster greater inter-agency mobility 
for tha SES, and, consequently, batter caraar development and 
professional rsvltallzatlon for those already In the corps, 
specific raaources would need to bo devoted to facilitate 
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Idantlfloatlon of abla govarnaant candldatas. 

11. IM thmrm any avidanca ot a ahortaga ot applicanta trhan SSS 

vacanciaa ara advartlaad? 

Tba ai^licant ahortagaa that wa know of ara priaarily 
anacdotal and oftan Involva highly taohnlcal poaltions In nadiclna, 
raaaaroh, anglnaarlng, ate. Howavar, tha quaation ahould not bo 
whothor thara ara anough applicanta, but whathor thoro ara anough 
qualifiad applicanta who ara at tha laval fron which tha agancy 
would lika to aalact. Tha anawar to thio quaation ia oftan a 
roaounding, "Ko." Nhathar anyona wiahaa to acknowladgo it or not, 
tha indopondant atudiaa of tha Hay Group hava aotabliahad that 
govarnnant axacutiva aalarioa lag oubatantlally bohind tha aalarioa 
of thoir privata aactor countarparta, and tha incantivaa for 
"producing* within tha govarnnant ara aubatantially lowor than in 
tha privata aactor. Obvioualy, than, thara would raault a daarth 
of high quality applicanta fron tha privata aactor who ara 
anxioualy Booking caraar SES poaitiona. 

Tha pay eyataa for tha Exacutiva Branch ia in a tarribla 
condition. Tha lowar-gradad aaployaaa ara constantly rawardad with 
highar parcantaga raiaaa than thoaa in tha highar-laval poaitiona. 
Pay is afcawad to tha lowar- laval anployaas, and nanagars and 
axacutivaa auffar bacauaa of that fact. Ho ona ia willing addraas 
this iasua and aatabliah pay incraaaas for highar-laval nanagara 
and axacutivaa at a rata highar than that of lowar-gradad 
aaployaaa. For tha moat part, it is bacauaa nuabors driva 
politics, and thara ara aora lowar-gradad saployoaa than thara ara 
highor-gradad onaa. 

In tha past, this has raaultod in pay Incraaaas for highar- 
laval aaployaaa in "fita and starts," with no rationality and such 
criticisa, bacauaa tha incraaaas finally givon ara largo, *aaka-<q^* 
parcontagos — but aany yaara apart. If tha govomaant ia truly to 
bocoao an aaployar which adopts "bast practicss," which is flaxibls 
and innovative and which can sarva tha taxpayars' naads, than this 
aothod of coapansation ia going to hava to change. He urge tha 
Subcoaaittaa to consider reality rather than politics and to aaka 
an effort to aova towards rational pay for all federal aaployaaa, 
not just for those in grade 12 and below. 
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Tbank you for tha oi^rtunlty to raapond to your quaations. 
Ha bepa that tbaaa anawara ara halpful to thla Subcoanlttaa. 

Slncaraly, 


Carol A. Bonoaaro 
Praaldant 




<vV^ 

1 I -24-95 

Honorabls John L. Mica 
Chairman, Civil Sarvica Subcommittaa 
2157 Rayburn Houma Offica Building 
Wamhington, D. C. 20S15-B143 

Daar Mr. Mi cat 

Thim im in raply to your lattar of Novambar 3, 1995 concarning 

quamtionm ariming out of my tamtimony on Octobar 13, 1995. My 

anmMarm and commantm ara kayad to tha numbarad quamtionm in your 
lattar. 

1. FAR* m primary naad for waivarm Mam in tha tima in grada 
ramtrictlonm on promotlonm. Am you know, amployaam mumt 
ordinarily marva a yaar in grada bafora thay can ba promotad to a 
highar grada laval. Aftar tha mtrika, Ma had many controllarm 
Mho laarnad rapidly and, mo far am tha davalopmant of thair 
mkillm and knoMladgam Mara concarnad, Mara raady for promotion to 
highar gradad ramponmibi 1 it iam. Wa almo naadad thair marvicam at 
highar gradad pomitionm. Wa amkad for and racaivad parmimmion to 
promota tham bafora thay had complatad thair yaar in grada. That 
Mam by far tha moat important typa of Maivar Ma naadad. 

2. 1 muggamt that aganciam ba givan tha authority to promota 
bafora normal tima in grada raquiramantm ara mat Mhan thara im an 
urgant naad am datarminad by tha agancy. 

3. To my knoMladga, thara Mara no Maivarm racaivad that craatad 
undua difficultiam at a latar tima. Ona can argua that 
controllarm Mho Mara promotad rapidly raachad tha top of tha 
journayman laddar too mMiftly, and than had to contamplata baing 
mtuck at that laval for many yaarm. To ma that argumant im far 
outMaighad by tha naad to hava adquata numbarm of qualifiad 
controllarm mo that tha air traffic control mymtam could oparata 
mafaly and afficiantly. Furthar, thara ara many opportunit iam 
for journayman controllarm to advanca to mtaff or muparvimory 
pomitionm mo tha '*daad and” ampactm of thim mituation Mara not 
raally too bad. 

4. Tha Maivarm momt naadad by FAA ara tMoi 

(1) tha ability to racruit and malact Mall qualifiad candidatam 
rapidly, Mhan tha bamt candidatam ara aval labia and intaramtad. 
Rankingm of candidatam mhould ba by catagory, rathar than 
mpacific numbarm lika 92.3. Vataran prafaranca mhould apply but 
tha **rula of thraa” mhould ba aba nd onad. It im not pommibla to 
rank candidatam Mith 1, 2, 3 pracimion. 

(2) FAA naadm tha ability to raima normal pay lavalm for both 
mhortaga catagory pomitionm much am tachnical anginaaring 
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poaltioriB and for- joba in gaographlc locatlona whar-a additional 
inducamanta ara naadad in ordar- to attract and ratain qualifiad 
ataff. 

5. I baliava axamptiona from Titla 5 ara naadad in ordar to 
carry out tha auggaationa liatad in # 4 abova. 

6. Tha only additional proviaiona naadad to anforca my 
auggaationa on daaling with unlona that conduct or ancouraga 
atrihaa, alOMdoMna or aickouta, la an authority for tha Praaidant 
to dacartify Immadiataly any union ha finda to hava angagad in 
auch impropar activity. Tha Praaidant ahould ba raqulrad to 
publiah tha baaia for hia datarminatlona. 

Uniona ahould ramain aubjact to civil auit, aa PflTCO aaa whan it 
eonductad a atrika. You may racall that civil panaltiaa wara 
aaaaaaad againat tha union by Padaral courta. 

7. I do not baliava that anactmant would hava any aarioua Impact 
on normal day to day union— managamant ralationahipa. So long aa 
a union doaa not angaga in lllagal and impropar activitlaa, it 
would hava nothing to faar from tha ravlaad law. 

I doubt that FAfl amployaa uniona would aupport laglalation that 
impoaad tha thraat of additional and rapid aanctiona againat 
tham, ahould thay call for or ancouraga a job action. Slnca 
atrikaa ara illagal now, thay would hava a tough tima juatifying 
oppoaitlon to a panalty thay would not incur unlaaa thay broka 
tha law. Thay might want to propoao procadural raatrietiona on 
tha Praaidant. I would not objact to auch raatrietiona ao long 
aa thay did not atop tha Praaidant from acting quickly whan thara 
ia a elaar cut violation of law. 

From tha managamant aida, I would want to daflna 'atrika*' to 
includa aickouta, alowdowna, and other actlona which hava aa 
thair intent intarferanca with tha normal conduct of Oovarnmant 
buaineaa. 

I thank you again for tha opportunity to praaant my viawa for 
conaidaration. I would alao lika to thank your ataff for thair 
eourtaay. Evaryona I talkad to waa halpful. Nad Lynch waa 
aapaclally good at aNplalning tha purpoaaa of tha haaring and 
giving ma Inforoiation about the context in which tha Subcommittaa 
la working. 


Sincerely, 


-Charlea E. Waithonar 
704 Horton Drive 
Silver Spring, MD SOSOS 


S 
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John N. Sturdivant 
National PraaMant 


Bobby L. Hsmaga Kitty A. Paddicord 

MatkKial SacraUry>Traaaurar Mractor, WMnan’a/FaIr Practteaa Dapartmant 


November 24, 1995 


The Honorable John Mica 
Chairman, Subcommittee on Civil Service 
House Committee on Gk>vemment Reform 
2157 Rayburn House Office Building 
Washington, D.C. 20515 

Dear Chairman Mica: 

You have asked for AFGB's response to additional questions 
raised in cormection with the Subcomnittee' s October 13 hearing 
on civil service reform. The following constitutes our reply to 
the questions presented in your letter of November 3; 

Question 1 

f^ouId you recaMBiapd any chsagrss in regulations or laws 

governing Reductions in ForcB <RZFm)? 

The Administration and Congress have agreed to reduce 
significantly the size of the federal government workforce over 
the next several years . Agencies have been given employment 
targets to reach over a 5-year period. While many agencies have 
been able to hit these targets though attrition, many others have 
been forced to resort to layoffs . The number of agencies that 
will eliminate jobs through layoffs will imdoubtedly grow, since 
the normal attrition rate singly cannot produce the number of job 
reductions that are called for. This will focus greater 
attention on the government's procedures for reducing its 
workforce in an orderly and humauie manner. As AFGB is expecting 
more widespread use of reductions-in-force (RIFs) , we have 
examined the law emd regulation in this area to see whether 
changes are needed to protect the interests of the employees we 
represent . 

RIFs are controlled less by law than by government -wide 
regulation. 5 USC § 3502 directs the Office of Personnel 
Management to prescribe regulations for the release of competing 
en^loyees in a reduction in force which give due effect to (1) 
tenure of en^loyment, (2) military preference, (3) length of 
service, and (4) efficiency or performance ratings. These 
regulations then go on to define which types of positions will 
compete and how the con^etition takes place. The law and 
regulations provide a framework for layoffs that is basically 
fair, although it is not always fairly administered. However, 
there is one area that causes us considerable concern. 
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The use of performance ratings introduces a subjective 
factor that unfairly skews retention standing. 0PM has chosen to 
"give due effect to performance ratings" by providing additional 
service credit based on the employee's three most recent ratings. 
Bn^loyees get 12 years additional credit for ratings of Level 3 
(Fully Successful) , 16 years for Level 4 (Exceeds Fully 
Successful) , and 20 years for Level 5 (Outstanding) . We fully 
agree that any employees whose rating of record is "unacceptable" 
should not compete in a reduction in force and should be released 
prior to competition. However, the progressively more generous 
service credit granted to employees at rating levels 3, 4, and 5 
presumes a level of reliability and validity in the appraisal 
system that singly does not exist. The National Performance 
Review, in calling for major changes in performance management, 
found that the current system for rating federal employee 
performance "result [s] in ratings that are perceived as 
inaccurate and based on factors other than performance." 

We know that an agency must take organizational needs into 
account when deciding how much to reduce staff and where. 
Retaining those en^loyees whose skills and abilities best allow 
the agency to achieve its mission with a smaller workforce makes 
good business sense. Nevertheless, we do not believe that 
performance ratings accurately reflect an employee's value to the 
organization. As long as the law requires that performance 
ratinofl be considered for retention standing, this problem will 
continue. We recommend further study of this requirement with an 
eye toward replacing it with a retention factor that addresses 
the needs of the agency without resorting to subjective and 
unreliable performance ratings. 

The National Performance Review identified the excessive 
number of supervisory positions as another factor that makes the 
Federal service less efficient. The numerous layers of 
supervision stifle innovation and creativity and are a drag on 
organizational performance. Hie NPR urged that supervisory and 
managerial positions be eliminated, echoing a long-standing 
position of AFGB. 

In order to accoaqplish this goal effectively, RIF law and 
regulations must be changed so that managers and supervisors 
whose positions are eliminated do not displace rank and file 
workers. In the private sector, competition for jobs during a 
reduction-in-force almost never crosses supervisor-nonsupervisor 
lines. When downsized its managerial ranks, you did not see 
managers taking their old jobs back on the assembly lines. The 
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change we seek will achieve a legitimate workforce restructuring 
goal while cutting the size of government in a way that is both 
fair and credible to rank and file eiiployees. 

Queatlon 2 

How have the Partnership Councils contributed to the 
development and implementation of workforce reduction 
strategies at federal agencies? Could you cite some 
examples? 

In answering this question, we must say right up front that 
simply slashing away at the government workforce is a poor 
strategy for improving government performance. Arbitrary 
workforce reductions without the necessary changes in the way 
government is operated and managed will lead inevitably to a 
hollow government, where a smaller, demoralized workforce 
attempts to do even more work with fewer resources. In this 
regard, we believe that labor and management working together in 
partnership is the preferred vehicle for reducing costs and 
creating a more effective government better able to serve the 
needs of the American taxpayer. 

Where workforce reduction is necessary, however, whether 
because of external mandates or internal business realities, 
partnership councils can help an agency maintain its ability to 
serve its customers and accon^lish its mission. Through 
partnership, agencies are better able to; 

■ Hake Informed decisions. 

Union involvement brings a wealth of frontline knowledge to 
the process . We have found that managers often have only the 
vaguest understanding of the real work being done on an agency's 
frontlines, and no greater understanding of what it would mean to 
eliminate that work. Frontline workers are often better able 
than managers to identify jobs or tasks that add no value to the 
accomplishment of the agency's mission because they deal more 
directly with the actual work. They bring invaluable experience 
and insights to the process of deciding which tasks must be done, 
which should be modified, and which may be eliminated. 

Partnership helps agencies avoid what the National Academy of 
Public Administration calls "amputation before diagnosis." ^ 


^ Effective Downsizing : A Compendium of Lessons Learned 
for Government Organizations . National Academy of Public 
Administration, August 1995, page 3. 



355 


The Honorable John Mica 
November 24 , 1995 
Page 4 


The Union's presence on the Partnership Council insures that 
important information about the actual work, including 
information that management may not want to hear, is brought out 
and considered. Managers are often uncomfortable bringing up bad 
news or contradicting their superiors. The Union, as an equal 
partner, helps to keep discussions about downsizing from becoming 
rubber standing sessions in which top management never hears 
difficult truths or honest appraisals of its ideas. Without the 
balance that partnership brings, downsizing decisions are likely 
to be ill-conceived, overestimating the capacity of the workforce 
and damaging the ability of the agency to serve the public. 

■ Mitigate negative iapeete. 

Partnership Councils help to ensure that workplace decisions 
are as fair as possible, not based on favoritism or 
misunderstandings about what tasks are key to the agency's 
mission. A partnership between labor and management is better 
able to cooinunicate with the workforce them can mcmagement alone. 
The Union helps to shape comnunlcation to meet the needs of 
en^loyees and ensure that the message gets to those who need it. 
The Union's presence also increases two-way communication,, 
providing management with the workers' concerns and ideas, and 
helping to curtail rumors before they do damage. 

A Union priority is helping workers remain employed and able 
to support their families. The Union brings this priority to the 
partnership and helps develop procedures for providing 
counseling, skills upgrade training, job search assistance, and 
other related services. Partnerships also work with public and 
private resources to set up referrals, help workers obtain 
benefits, and get through the transition to a new job with 
minimal adverse impact on themselves, their homes and their 
families. Displaced worker assistance programs jointly developed 
through partnership demonstrate a commitment to the interests of 
enployees and work to maintain the morale and productivity of the 
remaining workforce. 

In addition, the earliest possible placement of displaced 
eoployees into new jobs also lessens the potential drain on 
government resources through programs that assist the unenployed. 
Furthermore, government revenue levels are maintained when 
workers remain enployed taxpayers. 

Downsizing profoundly affects the enployees who remain after 
the reduction as well. Where downsizing decisions are made with 
little or no planning, workloads may become overwhelming. 
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Partnership Councils play a key role in giving employees a voice, 
providing them with information, ensuring that workloads 
are rational, and keeping the agency on track in meeting its 
customers' needs. An organization that downsizes, but remains 
otherwise unchanged, is doomed to failure. Partnership Councils 
jointly work to design and inclement the changes needed for the 
organization to succeed and the workers to feel valued and 
committed . 

■ Develop procedures that minimize litigation. 

When labor and management jointly develop downsizing 
procedures, they can greatly reduce the number of complaints or 
appeals that follow implementation. The Union helps management 
avoid setting up procedures that violate employees' rights or 
promote inequities. The Union also helps to make procedures more 
understandable to workers and bring the concerns and interests of 
the frontline to management's attention. Two heads are better 
than one -- the partners can help each other avoid confusing or 
unproductive procedures by coming up with alternatives that make 
more sense for employees and the agency. 

After the procedures are developed, the Partnership Councils 
play an important role in communicating to the workplace. 

Because they were jointly designed, the procedures are more 
likely to be acceptable and understandable to the greatest number 
of employees. Partnership Councils are better able to answer 
questions about the procedures than management alone because the 
Council members represent and understand the interests and 
concerns of both managers and frontline workers. 

When procedures are developed jointly, union representatives 
are put in a better position to recognize employee complaints 
that have no merit and explain to workers why things were handled 
as they were. This can help reduce the likelihood of costly and 
time-consuming litigation and employee appeals. This is true for 
both potential procedural errors in releasing an employee and 
problems that may develop in the remaining workforce. 

■ Kxan^les of Partnership Council input Into workforce 

reduction strategies. 

-* The VA Medical Center in Knoxville, Iowa and AFGE Local 
1226 jointly developed their downsizing policy and 
criteria . 


The GSA Mid-Atlantic Region and AFGE Local 2041 
Partnership Council established a Rumor Control 
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Committee to prevent rumors of closures and dovmsizing 
from spreading and hurting productivity. 

-> APGE Local 2302 and the U.S. Army Armor Center and Ft. 
Knox worked together to find positions for 300 
employees affected by a RIF. The partnership is 
currently working on future downsizing needs and the 
facility's Total Quality Management program. Through 
partnership, the organization was ahle to reduce its 
workforce requirements and move to a more streamlined 
operation more efficiently than would have been the 
case if RIFs were used. In addition, all displaced 
workers were able with re-training to be placed in new 
positions . 

-• The Partnership Council consisting of AFGE Local 1617 
and the San Antonio Air Logistics Center Air Force 
Materiel Command trained two union representatives on 
RIF procedures and placed them in the Personnel Office 
area during a 1994 RIF. This helped the facility 
communicate with en^loyees about the RIF. Ongoing 
labor-management teams are dealing with closure, 
realignment and privatization issues. 

The VA Palo Alto Health Care System and AFGE Local 2110 
Partnership Council and agency department heads jointly 
developed a new organizational structure that resulted 
in the elimination of more than 200 positions for a 
projected cost avoidance of more than $10 million. 

-• The reorganization plan of the VA Medical Center in 
Portland, OR called for the elimination of an entire 
function with 209 en^loyees. The Partnership Council, 
with AFGE Locals 2157 and 2583, was asked to help when 
anxiety plunged the facility into turmoil . The Council 
worked with teams of eiigployees and supervisors to 
design a system with patient care as its focus, that 
eliminated redundant operations and jobs, designed new 
jobs and improved customer service. 

-* The Defense Contract Management Area Office in San 
Francisco and the DCMDW Council of AFGE Locals are 
working together in the areas of budget resources, a 
surplus placement plan and retirement incentives. 

These are just a few exanples of labor and management 
working together in partnership to mitigate the destructive 
potential of workforce reduction. More important, partnership is 
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an exciting opportunity for labor and management to bring about 
positive change in their agencies to better meet the needs of the 
American public. 

Quastlon 3 

Nhat processes would you recoBBSOd for idontifying fodmrml 
pTograms that havm aot workad, fcliafe are obsolete/ fciiat might 
hare collated their aissioo/ or reached soase other ead 
point that Bight ease cossolidatioas? 

Although "bottom line" budget considerations have to be 
recognized, federal programs also have to provide value to the 
public and taxpayer- -regardless of what the program costs to 
operate. Put another way, although reduced costs can be an 
indication that a program is being more efficient, such 
reductions may also indicate that the program is merely doing 
less with less. Since in today's environment of shrinking 
dollars most agencies will have fewer resources, the size of a 
program's budget loses value as an indicator of the program's 
worth. 

In identifying whether a program is worth continuing, the 
process that can be most useful is an appropriate evaluation 
using reaults-oriented management (ROM) . This approach is 
already in place as a part of the Government Perforroance and 
Results Act of 1993. Before GPRA, programs were assessed, if at 
all, by indirect and tenuous methods: whether budget levels were 
honored, whether the allotted mupber of positions was filled, and 
whether idiosyncratic reports from constituents were favorable. 
But when the GPRA is fully in^lemented, for the first time in 
history there should be valid and reliable data that describe 
program outputs and program outcomes. That is, there should be 
hard data that show what a program produced and how well it met 
the needs of its target customers. GPRA anticipates your 
question because its passage was intended to allow Congress to 
make decisions about continued viability of programs according to 
what a program actually delivers--its results. 

GPRA' 8 legislative intent illustrates my point about making 
decisions about continued usefulness only when there are hard 
data to evaluate. GPRA sought to: 

■ Improve public confidence in Federal agency performance by 
holding agencies accountable for achieving program results. 

■ Initiate program performance reform with a series of pilot 
projects in setting program goals, measuring program 
performance against those goals, and reporting on progress. 
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■ Improve Federal program effectiveness and public 
accountability by promoting a focus on results, service 
quality, and customer satisfaction. 

■ IiTprove congressional decisionmaking by clarifying and 
stating performance expectations "up front." 

■ Improve the internal management of the Federal government . 

Unlike other atteir^ts to achieve accountability, GPRA is a 
framework by which programs and agencies can demonstrate results 
through systematic methodology. The law requires agencies to 
develop strategic plans that, among other things, relate specific 
goals and program activities to the specific mission that 
Congress assigns to every program. It further requires agencies 
to develop performance plane that include objective, 
quantif icUDle, and measurable statements of the specific mission- 
related goals. 

GPRA requires agencies to respond to customer expectations, 
which are part of the accountability metric. And, most of all, 
the law requires agencies to report to Congress annually on how 
well they met their performance plans--so that Congress will have 
as much information as possible with which to hold agencies 
accountable, and thereby to deem them worthy of continuation, 
consolidation, or other action. 

In meeting the test of GPRA, agencies have to rely on 
information from employees on the front lines of the work force. 
In this respect, labor-management partnership has been and 
remains the foundation for successful reinvention of government. 
The notion that the only people in an organization who can think 
are those at the top of the hierarchy no longer answers the call 
for better service and program performance. The process of 
identifying an agency's strengths and weaicnesses and what its 
human resource base is able to provide in terms of innovation and 
results demands that labor and management work closely together. 

GPRA has timelines that call for moving into these processes 
by FY 1997 . The data that we gather from GPRA over the next 
several years ought to be more than enough to answer your 
question. I say "ought" because, of course, that requires 
holding the feet of each agency to the fire and requiring that 
they live up to their new accountability requirements by 
operationally defining accountability, results-oriented 
management, and program performance as their new corporate 
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philosophy. Agencies may regress to being their own worst 
enemies --to seeing GPRA as another sterile exercise that will 
go away. 

The best suggestion I can give you is to find out which 
agencies are moving forward to incorporate GPRA principles, and 
to make public the identities of those that are not. It's far 
better to make agencies and programs accountable today for 
gearing up for GPRA than to deprive the American public of a 
worthwhile program if, in several years it becomes apparent that 
coiTpliance with GPRA has been less than whole-hearted where it 
counts: with the movers and shakers at the top and in the middle 
management levels of every agency and program. 

Question 4 

Mhafc changes in currant operations, law, or regulations 

would be raquirad to gain your support for more flexibility 

in these areas? 

Question 5 

Are you prepared to suggest any approaches to privatization 
for example employee stock ownership plans that might 

be effective vehicles for partnerships? 

Questions 4 and 5 are closely related. They both address 
AFGE's role in the policy debate surrounding privatization. 
Therefore, these questions are answered in a single response. 

At this time we are unprepared to endorse specific changes 
to privatization policies, laws, and regulations. We are also 
unprepared to suggest vehicles which would facilitate 
privatization. However, we are prepared to act as willing 
partners in resolving the issues surrounding privatization. 

In an effort to engage effectively in this debate, we have 
recently undergone a conprehensive review of our policy and 
response to privatization. During this review, it became clear 
that privatization is simply another phrase for contracting-out 
and that AFGE must oppose privatization -- especially when it is 
done without due consideration of the consequences of the 
decision's intact on the taxpayer, the quality of service 
provided, or the welfare of the federal workers who provide that 
service. The soundness of the cost, benefit and efficiency 
assun^tions underlying privatization is debatable; the 
motivations of its proponents are suspect; and the process from 
which a decision to privatize is reached is rarely unbiased. 
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However, when the only other alternative to privatization is 
certain job loss, we must ensure through our active participation 
that the rules amd procedures governing the decision or 
competitive process are in^artial and fair; that decisions are 
based on sound analysis; and that public employees are treated as 
equals and fully consulted participants in decisions that inpact 
their work. 

In instances in which the government decides to privatize, 
the decision should not be irrevocable. If it fails to realize 
promised cost savings or efficiencies, or results in 
mismanagement, the government should revisit its decision to 
privatize through reconpetition which permits consideration of an 
in-house bid, or by making an outright decision to return the 
function back in-house. 

We appreciate the opportunity to address these important 
issues in greater detail. We look forward to working with you 
and the Subcommittee in the months ahead. 


Sincerely, 


Jam N. Sturdivant 
IVational President 
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The American Psychiatric Association (APA), a medical specialty society 
representing more then 40,000 psychiatric physicians nationwide, is pleased to 
present this statement for the 'Medical Savings Accounts in the Federal Employee 
Health Benefits Program' hua.ing. 

I. APA's Position on Heaith Insurance Reform Legislation 

The APA's efforts with respect to health care legislation are guided by 12 
principles approved by the APA Assembly of District Branches and the Board of 
Trustees (See Attachmsm A). For purposes of today's testimony, three of those 
principles form the core of our views at today's hearing; 

1) Non-Discriminatory Coverage of Treatment for Mental Illness 

APA's overarching obiective is to seek the elimination of any and all arbitrary 
limits on scope, coverage, duration, or patient cost-sharing of treatment for mental 
illness, including substance abuse. We believe there is no rationale or justification for 
imposing any such limits based on the patient's diagnosis. Psychiatric patients - like 
all other patients requiring medical treatment - should have access to the full array of 
services available for their treatment throughout the full continuum of care, including 
inpatient, outpatient, partial hospitalization, and home and community-based services, 
as the patient's medical and clinical needs require. These services should be included 
as a uniform health benefit in aoy health care reform proposal, subject only to the 
same scope and duration, cost containment, and reviews/protocols as are applied to 
non-psychiatric nwdical illness. 

2) The Right to Seek Treatment from the Physician of Choice 

Under any health care plan, patients should be guaranteed the right to seek 
treatment from their physician (or other health provider) of choice. There are 
numerous reasons patients need the ability to see a provider outside of their regular 
insurance plan. For psychiatric patients, for example, confidentiality is often a leading 
reason prompting patients to seek treatment outside any approved network of 
providers, since they wish to ensure that no record - including no claims form - is 
registered when treatment is initiated. 

APA believes that there are two simple and effective means available to the 
Congress to ensure that patient freedom of choice is protected. First, patients should 
be given at least the option of electing a point-of-service feature at time of enrollment 
in their health plan. A reasonably designed point-of-service feature — without 
deliberately penurious cost sharing by the health plan - would allow health plans to 
encourage their enroliees to stay within the designated provider network, but give 
patients the freedom to seek care when needed or desired outside the network. 
Second, 'private contracting' for medical services would allow patients the freedom 
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to seek treatment with any provider - at no cost to the health plan - while 
maintaining absolute confioentiality of medical history and patient data. 

3) Protection Against Abusive Managed Care Tactics 

The patients of psychiarrists, perhaps nwre than any other medical patients, are 
subjected to unwarranted and unreasonable managed care practices designed simply 
to frustrate ~ through inappropriate intrusions, requirements and administrative 
burdens - the efforts of these patients to seek and receive medicaliy necessary care. 
Health insurance reform legislation should include a variety of patient and provider 
protections against egregious and abusive utilization review and patient care 
management tactics used by some managed care companies. 

Some of the most abusive managed care tactics psychiatrists have confronted 
include: gate keeping and financial incentives used to clamp down on access, claims 
denials with no appeal, failure to make utilization review criteria and treatment 
protocols/ screens publicly available, inappropriate specialists/patlent ratios, utilizing 
'economic credentialling* - lowest utilization and lowest use of high tech or costly 
procedures - as a criteria for provider participation in networks, 'gag rules' which 
prohibit advising patients of any limitations on providing treatment, and arbitrarily 
decertifying providers from networks when those providers advocate for additional 
coverage authorization for their patients. In order to guard against these practices, 
APA recommends that any health insurance reform legislation include meaningful 
patient and provider protection standards such as those articulated in our attached 
model managed care and utilization review legislation (Attachment B). 


li. Medical Savings Accounts Legislation 

While Medical Savings Accounts (M3A)s are not in and of themselves an 
answer to all of the problems confronting health care planners and policy makers, we 
believe that they are an important health care option which - If properly designed - 
will provide consumers with greater choice, quality, flexibility and affordability in 
health care. Incorporating MSAs into the Federal Employee Health Benefits Program 
(FEHBPI would allow Federal employees and their dependents to manage their health 
care in a cost-effective manner end would relieve them from paying administrative and 
profit charges to a third party. 

For example, MSAs would bring market forces to bear by encouraging patients 
to 'shop' carefully for the health care plan which best meets their anticipated health 
needs. Patients would now be financially responsible for managing their own health 
care dollars, not simply passing health costs on to a third party payor. 
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We believe that this would result in a reduction in unnecessary care and potentlaliy 
significant cost savings as Federal employees spend their own discretionary - not 
third party - health care dollars. 

MSAs offer great potential in addressing each of APA's stated objectives in 
health insurance market refornts. 

First, to the extent that an individual health plan inappropriately imposes - 
because of stigma rooted in fear and ignorance - arbitrary limits on the scope, 
duration and coverage of treatment for mental Illness, or on the cost sharing required 
of a patient, MSAs will allow Individuals to offset such discriminatory coverage out 
of tax-prefarenoed savings. While we reiterate that we believe there is no justification 
for such limits, MSAs would at least provide a bridge between current coverage limits 
aixl the eventual achiavemem of nor>^iscriminatory coverage of treatment for mental 
illness. 'Prudent purchasers' of health insurance could also be assured of a lifeline 
against unexpected costs in the event of a sudden onset of severely disabling 
psychiatric Illness. 

Second, MSAs dovetail effectively with APA's recommendation of support for 
point-of-service and 'private contracting' for health care services. Both options 
emphasize consumer freedonvof-choice and individual consumer responsibility. Use 
of a MSA to cover the additional out-of-pocket costs to consumers maximizes market 
freedom without financially punishing patients for exercising their rights to select their 
health provider of choice. 

Third, MSAs would provide a critical safety valve to offset the excesses of 
abusive utilization review end subsequent patient care denials by behavioral health 
care companies or other managed care operations which are too-often interested in 
cutting outlays at the expense of medically necessary patient care. Patients would 
have a lifeline to needed care with their preferred provider, even If they are denied 
treatment by their managed care companies. MSAs would also allow patients to 
receive treatment pending resolution of appeals of claims denials without having to 
choose in the interim between their physician and their next meal, for example. 

III. General Design of MSAs 

APA believes that an FEHBP MSA plan should be required to meet several key 
Federal standards. These include: 

1 1 Definition 

For purposes of tax deductibility, MSAs should conform with the current 
Internal Revenue Code definition of 'medical expense', a clear-cut definition of 
'medical care'. As we understand Interrtal Revenue Code, it defines medical care as 
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those amounts paid for, among other key factors, the diagnosis, cure, mitigation, 
treatment or prevention of disease, or for the purpose of affecting any structure or 
function of the tK>dy, as well as prescription drugs and biologicals. We urge that this 
broad definition be retained with respect to MSAs. 


2) Reimbursement Standards 

MSA plans should be required to reimburse providers at a standard rate. We 
suggest a payment floor set at the average local FEHBP provider usual, customary and 
reasonable payment rate as a viable standard. If the FEHBP MSA includes no payment 
standard, there is a serious risk that the catastrophic coverage component will set 
rates arbitrarily and deliberately low, through some self serving inappropriate fallacious 
standard, thus effectively denying patients access to quality medical care. We note 
that a reasonable reimbursement requirement is in conformity with current Majority 
thinking as evidenced by a similar requirement in the conference agreement on 
Medicare reconciliation. 

3) Tax Treatment of MSA Contributions 

FEHBP beneficiaries selecting the MSA option should be entitled to make 
contributions to the MSA using pre-tax dollars. This is simply in conformity with 
current tax treatment of 'employee health spending accounts' in the private sector. 
Federal employees and their qualified dependents should be accorded the same right 
to make their contributions with pre-tax dollars. Further, we urge the Congress to 
specify thai Federal employees may contribute pre-tex dollars to the MSA up to the 
current Internal Revenue Code limit on 'employee health spending/savings accounts', 
noX just to the level of the average etTiployee share of the typical FEHB plan. This 
provides a meaningful incentive to Federal employees at all income levels to select the 
MSA option. 

4) Allowable Expenses 

As noted, we believe that the definition of 'medical care' for purposes of MSA 
distributions be conformed to current applicable Internal Revenue Code definitions. 
Further, gH out-of-pocket expensss incurred prior to the triggering of the catastrophic 
plan should be reimbursable from the MSA, including medical expenses beyond 
whatever the specified coverage limits are in the average or typical FEHB plan. For 
example, if the typical FEHB plan limits coverage of outpetient psychiatric services to 
20 visits, the limit should ogj apply to reimbursable expenses from the MSA. If this 
provision is not included, individuals selecting the MSA option precisely to ensure that 
they will have specific out-of-pocket expenses covered may suddenly find that they 
have the limit they sought to escape reimposed through the back door. 
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5) Risk Pooling & Rsinsuranco Raquirements 

APA believes that there may be some initial risk of adverse selection if Federal 
employees perceive MSAs as a means of guaranteeing coverage of health care 
services that are, in the traditional FEHB program, subject to limits on scope and 
duration, or differential patient cost sharing. To guard against threats to soivency, 
APA believes that the Congress should impose reasonable reinsurance requirements 
on MSAs, and should also facilitate risk pooling between various MSA plans in order 
to minimize the risk of insolvency. 

6) Coverage Requirements for Catastrophic Plans 

APA recommends that Congress require MSA catastrophic plans to cover all 
medical conditions. Absent a meaningful coverage requirement, APA is concerned 
that MSA/catastrophic plans may 'cherry pick' by deliberateiy excluding specific 
illnesses or conditions. 

IV. Conclusion 

There are a wide range of options for coverage of treatment of mental illness 
in the currant FEHBP system and APA believes that MSAs properly designed, subject 
to the recorrwnendations we have made in this testimony, offer an important adjunct 
benefit. While MSAs would not in and of themselves end discrimination by diagnosis 
in coverage of psychiatric patients within the FEHB program, they would help reduce 
the financial burden our patients must routinely address. 

While APA continues to urge the Congress to end all health insurance 
discrimination against our patients, APA believes in the near-term, MSAs could be a 
significant step in the right direction. 
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Attachment A 


THE AMERICAN PSYCHIATRIC ASSOCIATION 
RECOMMBVOS THE PURSUIT OF TW FOLLOWING PROIICIPLES AS PART OF 
NATIONAL ICALTH CARE RffORM 


Th* Amaiiean PKvehiatrie A — o cia tion viaw* nctional l■<efln of fht hulth can 
syitam m an opportunity to eorraet hittorie inaquitiaa in aoea a a to haaHh oara. partieulariy 
for tiia momally U. Tranaition to tha now ayatam muat acoommodaM tho naada of 
idantHiad vubiaiabla populationa. aapooialy IhathH of tha 37 mOlon unmawad undar tha 
aga of 18, ttia tvorfcina poor, tha mamally 3 homalaia, and m t norWa a . Tha roferni muat 
provida quality of cam. fnodieaily na oaa a ary. ap gr o pr iat a, and c oa t-a f f a cti va tmatmam of 
mamal doordara, and pravom harm to patimia. 

Tha foUowing prineiplaa ahall apply to national haahh eara mfomt: 

II Wa ahall firat advocata for nondiaeriminatDiy eovaraga of all modieal (fiaordara 
including mamal Ibiaaa (which ndudaa aubat an oa abuaa) for any madbally nacaaaary 
ttaatmaffl undar haalth eara ratarm logiaiation. UnHoim bonoflta in al flfcy aiataa for tha 
traatmam of mamal Unaaa ahauid aaauro univoraal oo wa iag a aial ahoidd ba aqual to eihar 
madical SInaaaaa with roapoet to dollar limits (annual and IHatimo). daduetibtos. 
coinsuranca, and stop-loas proviaions. Ratharthan aAitiary ranhs on hoaphai days or 
cuipatiaffl viahs. profassianal standards should govam tho Int a n al ty and diBStion of 
trsatmom. 


21 Wa rocommand contidurmtien of tha davalopmam of a prioritization procaas for 
all madical sarvicas. including mamal haalth sorvicas. baaad on co m m on cthaiia for 
ouicoma and usafulnaaa to patiants. 

3) Wo shall ralantlossly puma, at stata or fadoral lavols. non^iscriminatary 
catasnophic covaraga for patiants with aavars mamal Blnasaas, imspoctiva of tho baaic 
dafinad barwfit 

41 As tha professional organization raapotoibla for tha Gaapnasac and StUinBa/ 
Manual of Mantal Diaordara (DSM^IhHI, wa laga adaption of a d e finit i on of aovority that is 
baaad not only on diagnosis, but aiso on othor erhaiia, induifing duration, danger to Ofb 
(self or othara). pain, intarfarenea with fiaiotioning, and im a rfafanc a with a m otional and 
mamal davelopmam in chHdran and adol aic a ms . Tha definition should ba a pp H c ab l a . on a 
casa by ease basis, to savara casos of both Asia I (inehiding aubat a noa obusa) and Asia II 
mamal ifi so rde ra In chHdran. adolaaeoms. and adults, nduifing tha aldsriy. 

SI Utffization managamam should ba no mora s tri n ga m for mamal Bnoss than for 
other medical Blnassas and should In oorp or ata safeguards sgainat c&nieally utwaafistie. 
tatafficiam. abuaiva or unothieal raview prseticaa. A mochaniam for anpartial appeal of 
dseisions is osaantial. Utlizstian managamam proaoduras must prota o t tha phy si c l an- 
potiam rolatianihip to avoid harm to the psdam. The quality of eara should ba oarafidly 
m enh o rad in all paymam systama, in a timoiy fsahieit. 

61 P rovi sio n must ba mads for eest-affaetiva prawan ti v a eorvieas. 
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7) Proviiien must ba made for a ppr o p ri a t e continuing cate for severe memai iliitess. 

8) We advocate access to individuaUnd treatmam in the most eUnicaliy appropriate 
and cost-affeedva environment Funding, therefore, should ba available for tr e a tma m in 
the full continuum of seiemifieaUy'^iasad paychiatrie tre a tma m modaihieB. 

9) The APA is able to support budget t ar ge tt which indude fair and equitable 
leimbutsamem for the disgnosia end t t e a n t te m of mental Wnasa. We oppose the 
neotporation of undefined ‘global budget targais* as part of health care reform. 

10) Ineutarae coverage must ba unknerttipiad. P re e siitln g ll n e es must not be e 
barrier to e ra ol h iie m in health insmnaa cove ra ge, hemiunis shal ba communtty-rated 
without lefetenca to praviouB hiatory of Bnaaa. 

11) We affirm the historie prirwipiei underlying patient care: Tiie preaarvation of 
umD de ntl aiity, tha privacy and aacurity of aaraidva panMttal Infot meti en and the freedom 
of panems to sel ect their own physiciatis in or ganii ed a vat e t ti a of cate. 

12) P aii e ntt shell be allowed to contract for care at their own eapenae outaide the 
system. 
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Attachment B 

American Psychiatric Association 

1400 K Smet. N.W.. WiihiaiHa, D.C. 2ID0S • Tdcffeoas: (202) OC-OOOO 
DISCUSSION DRAFT 

’THE PATIENT PRO'i'ECTION IN UHUZATION REVIEW 
AND MANAGED CARE ACT 


APA STAT BMRWT- Die tmched pn^Md bill, "The Pitieat Pmeoion in Utilization Review and 
Minaied Cve Act,' it a atafT-developed diaeuiiion draft. In response to the growing concern 
among patients and health care providers about the problems asioriaird with what is typically 
unregulated utUlzadon review and managed care, this d^ bill wu developed in an eflbrt to initiate 
physician member pardeipation in the Iqislative process and lespond to these problems. This draft 
bill does not represent policy or proposed policy of this organization. As an amalgam of ideas for 
addressing defldencies in the utilization review process, it is a draft document for discussion and 
debate. 


SUMMARY : All nonhospital affiliated entities performing utilization review or managed cate am 
to be regulated through a certification/registration process under the state Secretary of Health and 
the Clommissioner of Insurance. 

KEY PROVISIONS 

• Requirement that private review agents provide padems and providers with its utilization 
review or nunaged care plan, including review crheria, standards and procedures. 

• No determination adverse to patient or provider vis-a-vis necessity or justification for any 
hospital, medical or other health care service may be made without prior evaluation and 
concurrence by a physician. 

• Any determination resulting in denial of reimbursement or pre-cerdflcation must include 
evaluation, findinp and concurrence of ;diysician uained in the relevam specialty. 

• nobibition of incentive or contingeni fee arrangement baaed on the reduction of health 
services. 

• Requireroem of nondiscriminatory utilization review of treatment of medical/physicai and 
me^ illnesses. 

• Prhraie review entities must have policies and procedures to ensure compliance with state and 
federal confidentiality laws, protecting medical records. 

• Aggrieved padem or provider given the right to file a compiaim alleging a reviewer’s failure 
to comply whh requirements of law and/or regulations. Judicial appeal available. 
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1400 K Smct. N.W.. Wnluaim, D.C. 200DS • Tdcphoae: (202) 612-0000 


DISCUSSION DRAFT 


STATE O? 

LEGISLATIVE ASSEMBLY 
Bnx NO. 


AN ACT TO PROVIDE FOR THE PROTECTION OF PATIENTS’ HEALTH CARE 
MADE AVAILABLE THROUGH PRIVATE UTILIZATION REVIEW AGENTS AND 
MANAGED CARE SYSTEMS BY A CERTIFICATION PROCESS AND PUBUC 
DISCLOSURE OF CERTAIN INFORMATION ABOUT THEIR Arri y rn m 

BE IT ENACTED BY THE LEGISLATTVE ASSEMBLY OF THE STATE OF : 

Scctiaa 1. Short title. 

Thu Art mgy be cited u *The Patient Protection in Utilization Review and Menaced Cate 
Act," bereinafter 'die Act.' 


Sectiaa 2. ftapoaea. 

The Legislative Assembly hereby finds and declares that the purposes of this Act are to: 
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(A) Promote the delivety of quality heaMi cate in a cost effective manner; 

(B) Foster greater coordination between health care providers, third-party payors and others 
who conduct utilization review and managed care activities; 

(Q Protect patients, employers and health care provideis by ensuring that private review agents 
are qualified to perform utilizanon review and managed care activities and u> make informed 
decisions on the appropriateness of medical care. 

(D) Protect patiems’ health care interests through public access to the criteria and standards 
used in utilization review and managed care activities; 

(E) Ensure the confidetttialitv of patients’ medical records in the utilization review and managed 
cate activities in accordance with applicable state and local laws' and 

(F) Provide for nondiscritninatory utilization review of treatments for all illnesses, without 
regard to whemer an illness is classified as medical/physical or mental. 

Sediaa 3. Definkigns. 

For purposes of this Aa: 

(A) ‘Certificate' means a certificate of registration granted by the Secretary to a private review 
agent. 
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(B) 'Commissioner* meins the Commissioner of Insurance. 

(Q 'Health care provider' means any person, corporation, facility or instinition licensed by 
this state to provide health care services, including but not limited to a physician, hospital or 
other health cate fadli^, dentist, nurse, t^metrist, podiatrist, physical therapist or 
psydwlogist, and ofRoer, employee or agem of such provider acting in the course and scope of 
engsloyment or agency related to health care services; 

(D) 'Health care services' means acts of diagnosis, treatment, malical evaluation or advice or 
such other acts as may be petmissible under the health care licensing statutes of this state; 

(E) 'Physician' means a person licensed to practice medicine in all of its branches; 

(F) 'Private Review Agem' means a nonhospital-affiliated person or entity performing 
utilization review or managed care that is either affiliated with, under contract with, or acting on 
behalf of: 

(1) A business entity in this state; or 

(2) A third patty that provides or administers hospital, medical or other health care 
benefits to dtimns of this state, including a health insurer, nonprofit health service plan, health 
insurance service organization, health maintenance organization or preferred provider 
orga niz a t i o n authorized to offer health insurance policies or contracts in this state; 
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(G) 'Secietaiy' means the Secretary of Heahii. 

(H) ’Utilization review* or ’managed care’ means a system for reviewing the appropriate and 
efficiem allocacion of hospital, medical or other health care services given or pronosed to be 
given to a pattern or group of patients for the purpose of recommending or determining whether 
such services should be reimbursed, covered or provided by an insurer, plan or other entity or 
person; 


(I) ’Utilization Review Plan' means a description of the criteria, suuidards and procedures 
governing utilization review or managed care activities performed by a private review agent. 

Sectioa 4. CertifieatiaD of Private Review Agents. 

(A) A privme review agem who approves or denies paymem. or who recommends approval or 
denial of payment for hospltil or medical services, or whose review results in approval or denial 
of payment for hospital or medical services on a case by case basis, may not condua utilization 
review or managed care in this state unless the Secretary has granted the private review agem a 
certificate; 


(B) The Secretary shall issue a certificate to an applicam who has met all 
the requ ir e men t s of this Act and all applicable regulafions of the Secreiaiy; 
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(Q Hie Seemiiy ony delegate the authority to itsue a certificaB to the Cotiunissioner for any 
health hisufer, n onprofit health servloe plan or health maintenance organization or other third 
patty regulated by the insurance laws of this state that meets the requirements of this Act and all 
applicable regulations of the Secretary; 

(D) A certificate issued under this Aa is not transferable; 

(E) The Secretary shall adopt teguladons to impleinent the provisions of this Aa. No later than 
one year after the effective date of this Aa the Secretary shall adopt regulations establishing: 

(1) The lequiremem that the private review agent provide patients and 

providers with its utilization review or managed care plan including the specific review criteria 
and starylards, procedures and methods to be used in evaluating proposed or delivered hospital, 
medical or other health care services; 

(2) The requirement that no determination adverse to a patiem or to any affected health 
care provider shall be made on any question relating to the necessity or jusrification for any form 
of hospital, medical or other health care services without prior evaluation and concurrence in the 
adverse determination by a physician; 

(3) The requirement that any desertnination regarding hospital, medical or other health 
care services rendered or to be rendered to a patiem uhicfa may result in a denial of third-par^ 
reimbursemem or a denial of pre-certification for that service shall include the evahiadon. 
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fiiidings, and concurrence of a physician trained and experienced in the relevant specialty or 
subspecialty to make a final determinadan that care rendered or to be rendered was. is, or may 
be medically inappr o pr i ate: 

(4) The circumstances, if any, under which utilization review may be delegated to a 
hospital utilization review program; 

(5) The provisions by which patients, physicians or hospitals may seek prompt 
reconsideration by or appeal to an independent panel of physicians of adverse decisions by the 
private review agent; 

(6) The type, qualifications and number of personnel required to perform 
utilization review or managed care; 

(7) The requirement that no determination that care rendered or to be 

rendered is medically inappropriate shall be made until an appropriately qualified review or 
managed cate physician has spoken to the patient's attending physician concerning such medical 
care; 


(8) The requirement that any determination that care rendered or to be 
tendered is medically inappropriate shall include the written evaluation and findings of the 
reviewing or managed care physician; 
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(9) The lequiiemem diet a tepreientative of the private review agent U reawnably 
accessible to paiaits, patient's funily, and providers at least five days a week during nortnai 
business hours and that payment may not be denied for treatmem rendered during a period when 
the review agent is not available; 

(10) The policies and procedures to ensure that all applicable state and 
federal laws to protect the confidentiality of individual medical records are followed; 

(11) The requtreanent that no private review agent be permitted to enter a 

hospital to interview a patient unless approved in advance by the patiem’s attending physician and 
that the attending physician or a designee be entitled to attend the interview; and 

(12) The prohibition of a contract provision between the private review agem and a 
business entity or third-pat^ payor in which payment to the private review agem includes an 
incentive or contingem fee arrangemem based on the reduction of health care services, reduction 
of length of stay, reduction of treacnem, or tr ea tme m setting selected. 

(13) The requitemem that there be nondisenminatoty utilization review of tre a tme m for 
all Dlnesses. without regard to whether an illness is classified as medical/physical or mental. 
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Section 5. AppUcation for Certilicatioa. 

(A) An applicant for a certificate shall: 

(1) Submit an application to the Secretary; and 

(2) Pay to the Secietaiy the application fee established by the Secretary through 
regulation. 

(B) The application shall: 

(1) Be on a form and accompanied by any supporting documentstion that the Secretary 
requires; and 

(2) Be signed and verified by the applicant. 

(C) The application fees required under subsection (A)(2) of this section or section 6 of this Aa 
shall be sutiiciem to pay for the administrative costs of the cettificate program and any other 
costs associated with cairying our the provisions of this Aa. 

(D) As part of the application, the private review agent shall submit information required by the 
Secretary, including but not limited to: 

(1) A utilization review or managed care plan that includes specific review or managed 
care standards, criteria and procedures to be used in evaluating delivered or proposed hospital, 
medical or other health care services, and the citations to the scientific literature relied upon in 
establishing such standards, criteria and procedures. 
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(2) The policies and procedures u ensure that all applicable state and federal laws to 
protect the confidentiality of individual medical records are followed; 

(3) A copy of the materials designed to inform applicable patients and providers of foe 
requirements of the udiization review or managed care plan; and 

(4) A list of the tfaird-party payors and business entities for which the private review agem 
is performing udlizaticn review or managed care in this state and a brief description of tbe 
services it is providing for each client, and a statement regarding whether the paymem system for 
such services contains an incentive or contingent fee arrangement. 

Scdioa 6 . Renewal of Ceftifkatinn. 

(A) A certificate expires on the second anniversary of its effective date unless the certificate is 
renewed for a two-year term as provided in this section. 

(B) Before the certification expires, a certification may be renewed fi>r an additional two-year 
term if the applicant; 

(1) Otherwise is entitled to the certificate; 

(2) Pays to the Secretary the renewal fee set by the secretaiy through regulation; and 
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(3) Submits to the Senoiry; 

a. A renewal application on the form that the Secretary requires, including a list 
of all coniplaims made to the private review agency by patients or providers and a description of 
how such complaints were resolved; and 

b. Satisfactory evidence of compliance with any requirements under this Aa for 
certificate renewal. 

(C) If the requirements of this section are met. the Secretary sliall renew a certificate. 

(D) The Secretary may delegate to the Commissioner the authorit>’ to renew a certificate to any 
health insurer, nonprofit health service plan, health maintenance organiiation or other third party 
regulated under the insurance laws of this state dial meets the requirements of the Act anti all 
applicable regulations of the Secretary. 

SectioD 7. Dcnial/ltevocation Of Certificatiaa. 

(A) The Secretary shall deny a certificate to any private review agent whose application fails to: 

(1) Provide information required by the Act and regulations adopted pursuant to the Aa; 

(2) Provide satisfactory assurance of the ability to comply with the Aa and regulations 
adopted pursuant to the Aa; or 
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(3) Demonstnte the availability of a sufficient number of qualified health professionals 
supponed and supervised by appropriate physicians s cany out the utilization review activities. 

(B) The Secretary may revoke a oettificate if the holder does not comply with performance 
assurances under this section, vfoiates any provision of this Act, or violates any regulation 
adapted pursuant to the Act. 

(Q The following procedural requirements shall govern the denial or revocation of a cettificate: 

(1) Before denying or revoking a certificate under this section, the Secretary shall provide 
the applicant or cettificaie holder with reasonable time to supply additional infotmation 
demonstrating compliance widi the requirements of this Act and the opportunity to request a 
hearing. 

(2) If an appiicam or certificate holder requests a hearing, the Secretary shall send a 
heating nonce by certified mail, renim receipt requested, at least 30 days before the hearing. 

(3) The Secretary shall hold the hearing in accordance with die procedures set forth under 
[relevim stale law]. 

(D) Any aggrieved patient or provider may file a complaim with the Secretary alleging that a 
private review agent is not in compliance with this Aa or the regulations issued thereunder oral 
requesting that the Secretary revoke the cettificate of such private review agem or requite that 
such agem comply with the Act and/or regulations. The Secreiaty's decision with tespem 
to such complaim shall be subjea to judicial review upon appeal by the pattern, provider or 
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private review agent. If the Secretary fails to render a decuion upon a complaint brought by a 
patiem or provider within ninet;’ (90) days, the pattern or provider shall have the right to bring a 
judicial action to compel the Secretary to revoke the certificate of the private review agem or to 
require the private review agem to comply with the Act and/oi regulations. 

(E) Nothing in this section shall be deemed to deprive a patiem or provider of any other cause 
of action available under state law. 

SectioD S. Waiver of Certification. 

The Secretary may waive the requirements of this Act for a private review agent that operates 
solely urtder contraa with the federal govemmem for utilization review of patients eligible for 
hospital services under Title XVni of the Social Security Ao, Title XIX of the Social Security 
Act and the Civilian Health and Medical Program of the Uniformed Services (CHAMPUS). 

Section 9. Reporting Reqniranents. 

The Secretary shall establish reporting requirements to: 

(A) Evahiaie the effectiveness of private review agents; and 

(B) Determine if the utilization review or managed cate programs are in compliance with the 
provisions of this Act and applicable regulations. 
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Secliaa 10. Coofidcntiality. 

A private review agent may not disclose or publish individual medical records or any other 
confidential medical infbnnation obtained in the performance of utilization review or managed 
care acdvides. 

Section 11. Penalty for Violalitm. 

A person who violates any provision of this Aa or any regulation adopted under this Act or 
who submits any false infatmation in an application requited by this Act it guilty of a 
misdemeanor and on conviction is subject to a peiutity not exceeding SS.OOO [or penalty under 
relevanr state law for submission of fdse informationl. Each day a violation is continued after 
the first conviction is a separam offense. 

SectioB 12. Appeal by Aggrieved Party. 

(A) Any person aggrieved by a final decision of the Secretary in a contested case under this Aa 
may take a direa judicial appeal. 

(B) The appeal shall be made as provided for the judicial review of final decisions under 
(relevant state law]. 
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Sectioo 13. Anniial Report. 

The SecreUiy shall issue an annual report to the Governor and the legislaure concerning the 
condua of utilizairai review and managed care in the state. Such repon shall include: a 
description of utilization and rnanaged care programs and the services they provide; the type of 
criteria and standards used to perfonn udlization and managed care review; the feasibility of 
adopting uniform criteria and standards for one or more aspects of utilization arxi 
managed care review; an analysis of complaints filed against private review agents by patients or 
provioers; and, an evaluation of the impau of utilization review aixl managed care programs on 
patiem access to care. 

Section 14. Effective Dale. 

This Act shall take effect January 1, 19 . 
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I0/I0/9S 

Conuncntt of Jamei b. Cotvtrd to th« Hou«e Commute* on Govenunoiu Refonn end 
Ovorsifiht'* Suboommitt** on Civil Service: 

Member* ofthe Stihconnntlee: 

I em pleetod to have this opportunity to share my view* on Civil Service Kofotui with you. 
In your letter inviting me to testify you ask that I (hare my petcpoolive ou federal 
personnel laws and procedures and recommend any reforms of ourrent law that 1 deem 
sdvisabU. tkliJle 1 regret that I oan not be o» the heeimg to present my views directly I 
eppreciste the opportunity to sohmit them for the reeord. My psrspeelivo is that of a 
person wto was a career civil servant for approximately thirty years ind who managed 
within that aysiem for roughly twenty live years. 1 htd the good fortune to end my fedetal 
career as the l)q>uty l3irector of UPM where I worked for the very sble Constance 
I iomor. 'fhus 1 hove soeo fedecnl civil aorvico laws a* one to whom they were appKed, one 
who was applying them and one who was overseeing thmr application. It will not sniprise 
you to team that I have tornied some veiy strong opinions on the Miqect ot tederal civil 
service laws and regulations. 

Let mo summaruo my views: lodsys civil service lews and regulations feil to give tho lino 
manager 1 . suflldeat discretion to act in managing their worlforce 2. sufficient flexibility 
to most elliectively ulilixe their workforce 3. timely deciaons in both the diatnbutive 
jutfice and corrective justice aspects of the Q«tem and 4. make it difficult to hold liie 
managers accountable for their actions. 

In tenna of discretion and flexUlhy, one of the biggest problems is the current 
clissiflcation system. The system was designed hi 1923 ind modified in the IVStfs and it 
reflects the thinking of Scientific Management prevalent it the mm ofthe cenmiy. h 
served the countiy well when it was designed and indeed set a standard for the ustitm. li 
was designed to ovaroome the excesses of arbilreiy decisions under fee spofl* system by 
mikmg the system so tmpcrional Ihii the exercise of discretion became extrem^ difficuk. 
It ichieved its objective With the accretion of regulations over the intervening years the 
system transcended Its original purpose and hecaroe an unaecountable adminiitralivc 
tyrant. The tingle aa that would do most to improve fee reapimtivcness and eSectiveneas 
ofthe enil aervice system wrould be to alow sgenoiec to apply the pay baadhig systamliLe 
the one already proven by years of tpplicaUon at two Navy laboratories. The current 
system allows the managet to be predsety wrong, the band system slows him or her to be 
roughly right. While the lyitem does not estabBrii overaD pay level for civil servants, that 
is fee purview ofthe Congress, h slows flexibilty In adjusting huUviduil pay wHhhi the 
CongreeBonaly sol bonndaries.It also makes fee pay setting prooesa fee roaponaBrilky of 
fee line manager directly. Wife ha reduced aumber of occnpatioBal gronpi and levels of 
wotkh gives the Ihie manager greater dlacretien and IlexiUlity in utiHring their 
workforce. His can be particnlaily usefol during downsUngs He currant dsislilcalion 
system represtnti baniets to good manigetnenl, fee pay banding system esUbUshet 
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bounds whUn which nsntgsn msy sot. This roplsostnsnt orbsrrlcrs wWi reaponsible 
boundsrios would niske s msjor improvoiiMnl la (h» llns inansgui's ubilHy (o do his or hur 
iob. It is uncoBseioasbls to svsllslila s ptovsn biMlor wsy to du ruduisl jiurMniud 
olsMufiostion md not sllnw die ■genoie* to use it. When T wss the Deputy st OPM 1 w«t 
stiuok by the irony of the Act thst the GAO applied the pay banding system to their 
egeney but would not icoommcnd that other ibdcral agenetes be allowod to apply h. 'fbete 
is nni^ naore 1 eould My about the pay banding ^stem, but tliore is not time here to My 
h. There it detailed infonnatian available on the tyslent Ironi woik that has been done at 
the National Amdeiu} of Piiblir Aduiliilaiallon by Prank. Cipolla and olliers wuikatg with 

an extensive number of federal agencies. Those inletesled in the subject I commend the 
NAPA work to you. 

Ike use of Full Time Equtvtlemt (FTE) is another miyor Impediment to effective 
workforce management. This focus on hody count pitta s ptexniiim on numbers of federal 
enaployocs when the focus should be on overeS cost of providing i needed and euthorized 
public KTvice. In iiiiutagiug a Ihdenl Isbonuoty with e huge number of highly educated 
and capable scicatisCs I found it temptbig to uk vay scarce bfllele-the Navy term for KlTi- 
to hire more Phd's rather than the secretariea 1 rei% needed to suppon the scientists I 
already hid Tliis focus on numbera ratber than the efficiency of work execudon also 
nipports the classlficatian process which tends to gride positioni higher the greater the 
nuntber of people woikiig foi yuu. Wkli a pay banding ayatem and management controls 
baaed on payr^ the ntinager bss reason to pay mud more attention to the productivity of 
hie or her employMS end the proper mix of that workforce. 

Another criticil area in udiich the Hoc nunager has no discretion relates to optional 
retireoMai. Cuii euUy, when i Meral eoiployce reaches ccnafal combbtailons of age and 
service be or she may exercise their option end retire. The most common combination is - 
age 35 with 30 yean of service. To be fiiDy eflbetive this option dtould work both ways. 
Today, the fine manager can not call an employee who is eligible for optiansl retirement 
ind exercise that option, indeed, if they call the employee is sad even suggest retiremcait 
the nunager may he charged with age dlieriiiibittiuu. Theic were many inninces to my 
carcor where h would haw bees very tnucli to the advantage of the otginiatian for me as 
a manager to exerctie the option and retire an individnaL Tliere were also many toatances 
when h was highly dedrsble that an todividail who had reached the optional re t lr s i u e m 
age atay on to the orginization bocause they contioued to be highly productive.Sudi an 
option in the haiida of luauagcinaii would drimatleally Improve 1^ or her ability to 
ettectively and folriy deal vdih downtiztogt by retaming the proper sox of enqtloyees 
rather than umig the current rules and nudtog the youngest and moat cunenily educated 
out of the astern. The charge agamic inch an approach will be age disorfanhialien, but the 
fact thst many people who have reached optfonal retiremeut age wiD be asked to stay on 
the job wM make this a speeloua arguuicuL It w31 also have a latouiy cflba In An 
individuala who ate siked to Stay on past (q>t«»al retirement age will know that 
management truly waata them becaute they have Ae optkm to let Asm go. FutAer, it will 
oauee entphiyaaa in pay morn attontion to Aeir eunaicy of education and ptoduoUvily in 
the later itagM of A«r career-which is good for boA the mdividuel or Ae orgenizatlou. 
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Id tenns of thndmets, Iher* «ro icvenl (mu ikit coutd be discusMl, but I win mmiion 
OTly two. Under Iho currant tynem, pouiioo cl*«sitic«iiun can tike an inordinate lengdi of 
Ihne to coirpleie. llii* would be remedied under the pay bandinft syMem where pntition 
dewriptiona can be wrHleu hi a ibw hours by fine managers becauw they arc deccribmg the 
level of wurk hi common sense language rather than crafting it in administntive code 
desipied to DMCt some abstract anndard. Ilowcvur, the moat debilitating Impact of lack of 
timeliness is ht the area of proceasing grievances. Tlie problem is that there arc loo many 
levels of appeal which malca the piotcia much too long Neither party is well served by 
such a slow to art ayaicm. The law ihould be changed to aOow one level of appeal above 
the peiMin against whom the complaint is lodged with rights to civil court being the next 
course of action. 

If the tytUmia decentralized and line managers are given discretion and (lexibilily-and 
dcocutraKzation dues not guarantee discretion and fleMbility>thcu it is critical that line 
managers be held accountable for exercising this discretion. Authority and aooountability 
come best within a system that lay people can imdornsQd which comes fioin ayaiem 
siinplilicntinn. «ich as pay handing. Under the cuireni ayaictii, decisions require the advice 
or specially trained people who becuiiK: defheto the deciaoii makers. Thus the process 
becomes diffuM uud adminiarattve and one cannot hold an administrative directive or 
process iceountable, hence the uniccountsble tyranny of adminsirativc systems. If the 
system is modifted tnd simplified to the point diet individuala- who can be held 
tccAwitaUo- have powder then they' must be held accountable. A simplified system makes it 
pojjMc to Imow who made a decision, but it will not automatically hold them 
accauniable. Accountability comet lion the top down starting with the Office Of 
Persoimel Management (01*M) and flowing down through the cham.of>comnand of the 
federal agencies, lliaioricany, the dvilun side of government has done Icaa well in bolding 
mdividualt aocowitable than has the military The miKtaiy also dues much better In glvkig 
their people authority. Peiliapa we can leani Itoin them hi both these areas. 

1 appreciate the opportmihy to provide this npnt to your deliheratinnc My vocation is 
pobKc service, primarily the federal civil aaevica. I fined wdl in the ayMom and waa 
treated axeapticiia&y wed by h. 1 feel I could have peifoiiued eves bener If the symem had 
supported me nuher than often requiring me to spend valuable tunc Uguiing out ways to 
legafly get around It, Current Ivm leflert diatiust of federal enmloyccf. Etficiwey in any 
orgniizalioa. ptiUk or private, oornaa fiom htviig discretion to lU ai ad levels in the 
That dlacration can only be granted If employcca ere tiuMod and our civiT 
serdee laws need to bo ehiiigod to show aueh tniat. 
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Amcricaii Commerce & Trade Cornoratioii 

1319 Vincent Place • McLetm, Virginia 22201 USA 
Tel: (703) 356-1526 • Fax: (703)847-2016 

Pteaae resend to mdunond Offiee: Tek (804) 644-7562 • Fax (864) 644-7562 


November 14, 1995 

Tbe Honcneble John L. Mica 
Chairman, Civfl Service Subcommittee 
Committee on Govsnment Reform and Oversight 
U.S. House of Representatives 
2157 Rayburn House Office Building 
Washing D C. 20515-«143 

Dear John: 

I appredated the opportunity to provide you the benefit of my csqMtknce at the October 
13 hearing on civil service refirrm, and am pleased to respond to foe fiitfoer questions you 
posed in your letter of November 3. 

Qncstionl. Your testimony described “nork rules end peer pressure dan proluhil 
empUiyees from yrarting extra hours” as t^ng the hands of people who want to 
aaxmqdishmore. Can you elaborate on this? 

My imtnediate experienoe had involved woridng for Coiigtess. For ten years I and my 
peers routinely put in 12 to 16 hour days, with much -weekend and holkii^ work. When I 
went to foe of Agriculture I found that it was very difBcuh to find people after 4:30 

PM. Very senior people were often available until 5:00 or 5:30 PM, and would stay until 
6:00 PM fiv a corderenoe if asked in advance. But on balance there is a adture of dodc 
watdiing flxan top to bottom ftiat makes a noticeable impiession on people not used to 
such attitudes. I recall that a number of civil servants wl» seemed to want to acomiqiiiab 
mote than is possible in an 8-tiour day seemed as fiustrated as I about a dod wmdnng 
attitude. Yet, iffoey operated in a way in whidi they inaiateduprm timely p erfiwmanoc 
fiom their peers and assodatea, or just created a lot of activity wfaidi r eq uir e d others to 
put in extra time to support their eflforts, it is my recollection that they sdqected 
thanselves to ndnning, whiqieting, conqdaining and generally being teguOed as trouble 
makers. 

It is my recollection that to protect foemsdves fiom both foe success of foe vignmis and 
thewUtHrig,auifinessandfiiingofoflkialcomplaintsbyclodtwatcher8,thesenior 
bureaucrats have written work rules that foacoun^ vigorous petftMmanoe by dvil 
servants. Of course^ there are many excqrtions, and some individuals work and perftxm 
without reference to foe dodr, but this is truly excefrtional. 
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My oounsd is that you catalogue and asseu Agency wofk rules. Also, you might review 
intenial complaints made by individuals about alleged violation of woric rules by othen to 
detennine patterns ofbdiavior that might be use&l in fimher analysis. Yoiidiould 
consider caiefid attention to the agreements arrived at in resolution of such disputes. Itis 
nqr suspckm that you win detect patterns in which the professional dodc watdiers harass 
people who expect more earnest effiirts. 


Question 2. Isn't ^ practice in the privale sector to allow prater flexibilify in work 
schedules? 

Flexibie work schedules are a great idea - as loqg as they ate used for the benefit of the 
organizatioa Often they make good sense in optimizing the efiSdeocy of employees by 
accommodating personal schedules - when it is demonstrated not to oeate inef^ency 
and reduced {noductivity. However, bureaucracies in gove r nm ent or buaineas try to tun 
the orgamzstion ftv the benefit of themsdves. Leaders and managers must make sure that 
dl management tools ate tied to imfn-ovements in productivity. It is my impression that 
the problem with dvd service flexil^ty work rules is that they become a virtual 
enritlenient winch must be offiaed to most and denied to few. 


Questions 3 A 4. You describe the flexiNe work week as an obstacle that limits the 
effective business week to a Ihesday-Thursday period. Haw large a problem is Ms? Are 
entire agencies working under such flexible schedules? Is the sdieMUng of flex-time so 
rigid that it deprives mcmagersef essential personnel? 

My experience in the flexible work week (workmg 9 days out of every 10) was hmited to 
SES a^ other top4evel executives. My recollection is that both my Agencies at USDA 
(Forest Service a^ Soil Conservatioa Service) ofiered this option to such executives. I 
recall countless situations in which it took weeks to have meetings to come to closure on 
policy issues because this key person or that key person was not available — eiflier because 
they were sway on their comp day off or were on travei during the Tuesday - Thursdt^ 
period. In my experience m Congress and the private sector senior executives don’t get 
comp time, because it is extraordinatity ineSBci^ when major decision makers can’t be 
fiMmd. I r^arded the situation as one of the most maddening aspects of my wofk with the 
bureaucracy at USDA. 

It is niy ctmsidered guess that if the de fecto or de jure to flex time were 

removed, if it was approved only as an excq>tion to meet the special requirements of an 
unusual personal situation, that the federal work fence could be reduced 1^ 10%. 
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QncatkmS. Haw do private businesses accommodate “flextime" a- other schedule 
changes? Is there any reason government could not manage its “flex time ” better under 
current lav/? 

In my c9q>efieiice, private buaiiiesses (of less than 25 people who do not come under 
federal r^ulations that otherwise may control dieir operations) are eago' to use flex time 
on an as-needed basis. Of course, fiihness aral evenhandedness in such matters is essential 
fi>r employee morale and productivity. Most small businesses would terminate an 
employee who ifeuaed or tried to force management to provide flex time as an entitlement. 
As a practical matter this ‘*flul-safe” is not available to managers of government 
employees. It seems to me that it could certamly be better managed than it was during my 
time at USDA, but it also seems that the law an^or regulations in force would need to be 
changed to reduce the entitleineot nature of this important management tool. 


QMSthmd. Would you recommend repeal authority to establish flexible rules? 

No. Flex time can be a vatuahle management tool. I do teconmiend that Congress 
caiefiiUy review flex time work rules to assure they do not operate as entitlements. 


Qocstira 7. You reconunended adopting “streamlined, practical, cmd effective means 
whereby dvil servants ... who do not meet rigorous standends for peiformance may be 
terminated Do you find any particular parts of the appetds process more cf an 
impediment to effetdive aperatians them others? 

I am not competeid to provide much counsel here, hty recoflection is that senior 
executives lived in constant a pptehenskm about enqdpyees filing complamts and appeals 
of virtuafly any and every personnd action that (fid not suit them. Ifpeople aren’t happy 
in their empkqrment, they should resign, or be term ina t e d, just Klee thiy would in inivate 
business. 


By the same token, managers edioeiigi^ in i n ^ rpropriatebdiavior should be held 
personally fiaUefitr damages. When serious abuse ofemployeesoccura, why should the 
taoqwyen bear the burdea It is my hnpiession that federal managers often award huge 
sums to settle complaiiit cases, turning the vriiole process into something of a cottage 
hidustiy fi>r retired federal pcrsoimd ofiicets. If man a ge r s knew that truly in^ipropii a t e 
behavior on their part would have petsomd consequences (personal p^ment 
settlements, demotion, termination, etc.) it wotddiaaprove their atterrtion to detail and 
ftieir competence. 
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QncationS. What parts of the cwrent system wcmtd you eliminate? 

The idea of a whole system of Adnunistradve Law Judges (who insist upon being called 
“Judge” like they were really part of the regular judicial branch) seems pathetic and 
hidioous. I am not really competent to address this subject, but strongly recommend a 
thorough review of the entire system of aj^reals with an eye toward reducing oppwtunities 
for appeal on frivolous and tecMcal complaints. The auttority of Agencies to negotiate 
settlements is very unsatisfactory in my experience. Refimnmg dvil service laws to 
eliminate the practice of a virtual entitlement to perpetual federal employment would solve 
much of tile proUeia People unhappy in the workplace would either resign or be 
terminated for the good of the organization. Then the highly stylized system of appeals 
would simpiy pass away, with appeals being limited to truly serious instances of 
inappropriate behavior by management. 


Question 9. Are there parts of the eppeals process you would retain? 

I am not cornpetem to advise. Of course, every organization needs practical and 
evenhanded systems where individuals may sedt redress tiiort of resignation or 
termiiiation. Ultimately, this is a management question. Ifthe manager does not maintain 
eflfective morale, he or she will fail in a wide range of areas. Providing guidance to 
managers as to how to provide an eflfective appeals/redress process is importam to them 
and to the enqiloyees they are charged to manage. 

Authority for top numagement to remove sub-managers who are promoted to manage 
others as a fimction of time in grade rather than their managerial skills can cause serious 
employee problems. But to create an ehdxtrate system of qrpeals to provide redress b^ 
the question as to vtiiy the current perpetual entailment to employment causes them to be 
put in sudi positions in tile first place. 


Question 10. Some people contend dun die process associated with Senate coi^rmation 
edready involves too many tfpckds, cetd dust greater accountability could be achieve by 
conftmdngfewerqppointees and hokbtg Secretaries and Undersecretaries more 
accountable for dteir perfarmcnoe. Couldn't Congress exercise more oversigla if dte 
Senate, at minimum, were devoting less time to confirmation of rehtivefy minor officials? 

The key is eflfective acoountability for imfividual perfrirmance. Yes, Senate confirmation 
can be limited to Secretaries, Deputy, Under- and Assistant Secretaries. But each 
confirmed oflBdal should have the resources and opportunity to appoint (hire) a team of 
managers and specialiats to help him or her in assuring that Agen^ acconq^ 
DepartnKnt go^ and objectives, hi my experience, human resources availiMe to the sub- 
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cabinet were not sufficient to enable them to exercise effective management of Agency 
policies and personnel procedures. 

I do not believe it is a good idea for Congress to become involved in d«^ to day 
managemoitofDepattmeots and Agencies. Tlie Congressional role is most effective 
vdien it exercises hs authority to estaUish broad policy direction through authorizations 
and appropriations. Congress should operate as a board of directors on policy matters, 
being catefiil not to become a sort of supemumertiy CEO. 

However, it is very important for Congress to constantly challenge the assumptions and 
rationale for particular policies, and to in«st upon establishment of measurable 
performance goals, with rqtilar oversight to assess progress. I would agree that 
proforma confinnatimi procedures do rtot accomfriish as much as would a conscientious 
program of performance based oversig^ activities. 

I suggest that every DqMttment and sub-cabinet official confirmed by the Senate be 
required by Congress to provide bi-annuai performance reports on the activities of his 
Secretariat to Congress. Enclosed here ate three examples: 


1. Office oftbe Assistant Secretary,] 




Jtnuary 1989. 

2. Office of the Assistant Secretary, j 




3. IIS Forest Service A Remmmendwmi aewible Rl 
1985 Update. USDA, Washn^ton, DC., Jufy 1986. 


,., January 1989. 


I siqtervised the prqMration of these rqtorts for niy Secretariat in 1986 through 1989, 
because 1 wanted to communicste to my ^endes that I am dedicated to the prindples of 
individual and Agency accountability for qtedfic, measurable performance. I submit these 
reports for your consideration as ua^m^ds. These are not puff-peces, not publidty 
documents. They are serious working p^>ers that identify our slated goals and objectives 
with a fiank evaluation of our successes tuid disappointments. If Congressional 
committees would insist on sudi strategic planning and evaluation rqrorts fiom Agencies 
under their respective jurisdictions on a bi-annual basis, it would do much to fixus the 
attention of politica] appointees and dvil servants of accountability fi>r specific, 
measurable perfixmance — and away fiom die process orientation of any bureaucracy, 
public or private. 


I should poim out, as identified in these reports, that some of the mi^ shixtcomings in 
effective fiicus on measurable ouqarts arxl inraeased productivity and efficiency were the 
resuh of Congressional direction. An example is the situation in which Coi^ress forced us 
to use a land acquistion procedure and strategy that resulted in costs of some $900 per 
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acre, compared to the $50 per acre cost the Forest Service could have used to meet policy 
goals of reducing National Forest inholdin^. So, Congress, too will be challenged by 
such reports and assessments. 


Question 1 1. Woutdn 't the elimination canfinnation procedures for Icrteer-level 

officials actually make them more accountable to their immediate supervisors? 

In my experience, no. Senate confirmation provides authority and conveys with it a sense 
that subordinates are accountable to that pmon in his or her own authority provided by 
Congress, not just through another person. Senate confirmation should not he 
indiscriminate. It should he a big deal. Of course, the Cabinet Secretaries and the 
President can and should always retain the power to appoint and remove sub-cabinet 
people. Congress should be most keen to hold the President attd Secretaries accountable 
for the perfonntuice of the Departments. 

Question 12. Could problems arise from involving too many political officials in the 
cppointment of civil service personnel? And, how would you guard against 
"politicization " of the career service? 


Yes, problems can arise this way. But other problems exist because political officials (i.e., 
non-civil service executive branch employees) cannot exercise effective direction over 
bureaucracies. 

The best way to guard against politicization of the career service is to provide in law 
stringent restrictions on partisan political activity by civil servants and even stronger 
penalties for coercion of civil servants to engage in partisan political activity. 


Question 13. What difference would it have made in managing either of the agencies 
you discussed if you had authority to hire additional political t^jpointees? 

I would have had mote opportunities to conduct internal oversight of policy and 
management issues. Bureaucracies are self-promoting by definition, always seeking to 
expand their misnon and resources under tiwir control. I had little choice but to tr^e 
much of what was presented to me at face value because I didn’t have resources to 
challenge or evaluate enough of the information provided to me. 
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Qncstion 14. What specific fimcticm would you have these political of^ntees perfom 
that could not be petformed by career civil servants? 

Agency performance oversight, agency personnel and organizational initiatives, and 
controvenial policy initiatives. 

It is not reasonable to expect career civil servants assigned to the office of the Assistam 
Secretaiy to engage in oversight or policy activities in ndiich key people in the Agencies 
may bdieve is not in the best interest of the Agency. It would ^flroy their careers. 

I had great confidence in thetecbnical and profesaonal conqtetence of the SES officials 
with whom I dealt, and I bdieve they were conscientious in wanting to accomplish good 
things — but above ditbey were Organization Men (few women then). Because I liked 
and cared for most of these people, I was always extiemdy reluctant to jeopardize 
individuals’ careers by asking them to undertake activities which their peers and those to 
whom they were subordinate fmght not approve. A half-dozen top notch policy analysists 
and support staff independent of the Agendes but accountaUe to me or the Secretaiy 
would have resulted in more eflSective policies and greater implementation of management 
for performance. 

I trust you will find these observations drawn fiom my experience helpful to you and the 
Committee. 

With kindest personal regards. 


Sincerely, 



Enclosures 



